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ACT 


further to amend the income- tas Act , 1961, the 
Wealth - tax Act , 1957, the Gift - tax Act , 1958 and 
the Companies ( Profits ) Surtax Act , 1964. 

Be it enacted by Parliament in the Twenty - sixth . 
Year of the Republic of India as follows : 


.. 
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CHAPTER I 

Preliminary 
1. Short title and commencement. ( 1 ) This Act 
may be called the Taxation Laws (Amendment) Act , 
1975 . 


Amendments to the Wealth - Tax Act, 1957 


( 2 ) It shall come into force on such date as the 
Central Government may , by notification in the 
Official Gazette , appoint and different dates may be 
appointed for different provisions of this Act ; and 
any reference to " the commencement of the Taxation 
Laws (Amendment) Act, 1975 " in any amendment 
made by any provision of this Act shall be construed 
as a reference to the coming into force of that 
provision . 
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Amendments to the Income- tax Act, 1961 


2. Amendment of section 2. - In section 
2 of the Income-tax Act , 1961 (here 43 of 1961 .. 
after in this Chapter referred to as the 
Income-tax Act ) , after clause ( 15 ) , the 
following clause shall be inserted , 
namely : - 

( 151 ). " child " , in relation to an individual, 
includes a step - child and an adopted child of that 
individual; . 
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3. Amendment of section 10. — In section 10 of the 
Income-tax Act, 

( i) in clause (6 ) , after sub - clause ( vi) , the 
following sub -clause shall be inserted , namely : 

“ (via ) the remuneration received by him as 
an employee of , or a consultant to , an institution 
or association or a body established or formed 
outside India solely for philanthropic purposes , 
for services rendered by hi in India in connec 
tion with such purposes ; provided that such 
institution or association or body and the pur 
poses for which his services are rendered in 
India are approved by the Central Govern 
ment ;" ; 

( ii) after clause (23B ) , the following clause 
shall be inserted , namely : 

" ( 23C ) any income received by any person on . 
behalf of - 

( i ) the Prime Minister s National Relief 
Fund ; or 
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. 


(ii ) the Prime Minister s Fund (Promotion 
of Folk Art ) ; 
or 

( ii ) the Prime Minister s Aid to Students 
Fund ; or 

( iv ) any other fund or institution esta 
blished for charitable purposes which may be 
notified by the Central Government in the 
Official Gazette, having regard to the objects 
of the fund or institution and its importance 
throughout India or throughout any State 
or States ; or 

( v ) any trust ( including any other legal 
obligation ) or institution , being a trust or 
institution wholly for public religious pur 
poses or wholly for public religious and chari 
table purposes , which may be notified by the 
Central Government in the Official Gazette , 
having regard to the manner in which the 
affairs of the trust or institution are admi 
nistered and supervised for ensuring that 
the income accruing thereto is properly 
applied for the purposes thereof : 

Provided that any notification issued by 
the CentralGovernment under sub - clause ( iv ) 
or sub - clause ( v ) shall have effect for such 
assessment year or years ( including an 
assessment year or years commencing before 
the date on which such notification is issued ) 
as may be specified in the notification ;" . 


. 


4. Amendment of section 11. -In section 11 of the 
Income-tax Act , 

( i ) in sub - section ( 1 ) , 

( a ) for clauses ( a ) and (b ), the following 
clauses shall be substituted , namely : 

" ( a ) income derived from property held 
under trust wholly for charitable or religious 
purposes, to the extent 

extent to which such 
income is applied to such purposes in India ; 
and, where any such income is accumulated 
or set apart for application to such purposes 
in India , to the extent to which the income 
so accumulated or set apart is not in excess 
of tweny - five per cent . of the income from 
such property ; 

(b ) income derived from property held 
under trust in part only for such purposes , 
the trust having been created before the 
commencement of this Act , to the extent to 
which such income is applied to such purposes 
in India ; and, where any such income is finally 
set apart for application to such purposes in 
India , to the extent to which the income so 
set apart is not in excess of twenty -five per 
cent . of the income from such property ;" ; 

(b ) for the Explanation , the following Espla 
nation shall be substituted , namely : - 


( 2 ) if , in the previous year , the income 
applied to charitable or religious purposes 
in India falls short of seventy -five per cent . 
of the income derived during that year 
from property held under trust, or , as the 
case may be, held under trust in part , by 
any amount 

( i) for the reason that the whole or 
any part of the income has not been 
received during that year , or 

( ii ) for any other reason , 
then 

( a ) in the case referred to in sub 
-clause (i ) , so much of the income 
applied to such purposes in India during 
the previous year in which the income is 
received or during the previous year 
immediately following as does not exceed 
the said amount ; and 

(6 ) in the case referred to in sub 
-clause ( ii ) , so much of the income 
applied to such purposes in India during 
the previous year immediately following 
the previous year in which the income 
was derived as does not exceed the said 

amount , 
may , at the option of the person in receipt 
of the income ( such option to be exercised 
in writing before the expiry of the time 
allowed under sub - section ( 1) or sub - sec 
tion ( 2 ) of section 139 , whether fixed ori 
ginally or on extension for furnishing the 
return of income] be deemed to be income 
applied to such purposes during the pre 

vious year in which the income was derived ; 
(ii ) after sub - section ( 1A ) , the following sub 
-section shall be inserted , namely : -- 

" ( 1B ) Where any income in respect of which 
an option is exercised under clause (2 ) of the 
Explanation to sub - section ( 1) is not applied 
to charitable or religious purposes in India 
during the period referred to in sub -clause ( a ) 
or , as the case may be, sub - clause (6 ) , of the 
said clause, then , such income shall be deemed 
to be the income of the person in receipt 
thereof 

( a ) in the case referred to in sub - clause ( 1 ) 
of the said clause , of the previous year imme 
diately following the previous year in which 
the income was received , or 

(b ) in the case referred to in sub - clause ( ii ) 
of the said clause , of the previous year imme 
diately following the previous year in which 

the income was derived ." ; 
( iii) in sub - section ( 2 ) , for the portion beginning 
with the words, brackets , letters and figure 
" Where any income referred to in clause ( a ) or 
clause (b ) of sub - section ( 1 ) ” and ending with 
the words " the following conditions are complied 
with , namely : - " , the following shall be substi 
tuted , namely : 

“ Where seventy - five per cent. of the income 
referred to in clause ( a ) or clause ( b ) of sub 
-section (1 ) read with the Explanation to that 
sub - section is not applied , or is not deemed to 
have been applied , to charitable or religious 


" Explanation . — For the purposes 

of 
clauses ( a ) and (b ) , — 

( 1 ) in computing the twenty -five per 
cent. of the income w may be accumu 
lated or set apart, any such voluntary con 
tributions as are referred to in section 12 
shall be deemed to be part of the income; 
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purposes in India during the previous year but 
is accumulated or set apart, either in whole 
or in part, for application to such purposes in 
India , such income so accumulated or set apart 
shall not be included in the total income of the 
previous year of the person in receipt of the 
income, provided the following conditions are 
complied with namely : - " ; 

( iv ) after sub - section (3 ) , the following sub 
-section shall be inserted , namely : 


" (3A ) Notwithstanding anything contained 
in sub - section ( 3 ) , where due to circumstances 
beyond the control of the person in receipt of 
the income, any income invested or deposited 
in accordance with the provisions of clause (6 ) 
of sub - section ( 2 ) cannot be applied for the 
purpose for which it was accumulated or set 
apart , the Income- tax Officer may, on an appli 
cation made to him in this behalf , allow such 
person to apply such income for such other 
charitable or religious purpose in India as is 
specified in the application by such person and 
as is in conformity with the objects of the 
trust ; and thereupon the provisions of sub 
-section ( 3 ) shall apply as if the purpose spe 
cified by such person in the application under 
this sub - section were a purpose specified in 
the notice given to the Income-tax Officer 
under clause ( a ) of sub - section (2 ) ." . 


. 


5. Amendment of section 13. – . In section 13 of 
the Income- tax Act , 


( i) in sub - section ( 1 ) , - 

(a ) after clause (b ) , the following clause 
shall be inserted , namely : - 

" (bb ) in the case of a charitable trust or 
institution for the relief of the poor , edu 
cation or medical relief , which carries on 
any business , any income derived from such 
business , unless the business is carried on in 
the course of the actual carrying out of a 
primary purpose of the trust or institution ;" ; 

(b ) after clause (c), and the provisos thereto , 
the following clause shall be inserted , na 
mely : 

“ (d ) subject to the provisions of clause 
( bb ) , in the case of a trust for charitable 
or religious purposes or a charitable or 
religious institution , any income thereof 
assessable for any assessment year com 
mencing on or after the 1st day of April, 
1979 , if any funds of the trust or institution 
are invested or deposited or continue to 
remain invested or deposited for any period 
during any previous year commencing on or 
after the 1st day of April, 1978 , otherwise 
than in any of the forms or modes specified 

in sub -section (5 ) . " ; 
( ii ) in sub - section ( 3 ) , for clause ( b ) , the 
following clause shall be substituted , namely : - 

( b ) any person who has made a substantial 
contribution to the trust or institution , that is 
to say , any person whose total contribution up 
to the end of the relevant previous year exceeds 
five thousand rupees ;" ; 


( iii ) after sub- section ( 4 ) and before Expla 
nation 1 , the following sub - sections shall be 
inserted , namely : - - 

( 5 ) The forms and modes of investing or 
depositing funds referred to in clause ( d ) of 
sub -section ( 1 ) shall be - 

( a ) subject to the provisions of clause (b ) , 
in a case where such funds represent the 
original corpus of the trust or institution or 
any contributions made to the trust or insti 
tution with a specific direction that they 
shall form part of the corpus of the trust 
or institution , -- 

( i) investment in savings cer 
tificates as defined in clause ( c ) 
of section 2 of the Government 
Savings Certificates Act, 1959 , 46 of 1959. 
and any other securities or 
certificates issued by the Cen 
tral Government under the 
small savings schemes of that 
Government ; 

( ii ) deposit in any account with the 
Post Office Savings Bank ; 

( iii) deposit in any account 
with any nationalised bank , that 
is to say, any corresponding 
new bank constituted under 
section 3 of the Banking Com 
panies (Acquisition and Trans 
fer of Undertakings ) Act , 
1970 ; 

5 of 1970 . 
( iv ) investment in units in 
the Unit Trust of India esta 
blished under the Unit Trust 
of India Act, 1963 ; 

52 of 1963 . 
(v ) investinent in any security for 
money created and issued by the Central 
Government or a State Government ; 

( vi) investment in debentures issued by , 
or on behalf of , any company or corpora 
tion both the principal whereof and the 
interest whereon are fully and uncondi 
tionally guaranteed by the Central Govern 
ment or by a State Government ; 

(vii) investment or deposit 
in any Government company as 
defined in section 617 of the 
Companies Act , 1956 ; 

1 of 1956 . 
( b ) in a case where such funds repre 
sent 

(i) the corpus of the trust or institution 
immediately before the 1st day of June, 
1973 ; or 

( ii ) the original corpus (being assets 
other than cash ) of any trust or institution 
created or established on or after the 1st 
day of June, 1973 ; or 

( iii ) any contributions ( otherwise than 
in cash ) made to any trust or institution 
on or after the 1st day of June, 1973 , with 
a specific direction that they shall form 
part of the corpus of the trust or insti 
tution , 
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any form or mode, other than 
investment in shares (not being 
shares entitled to a fixed rate of 
dividend whether with or without 
a further right to participate in 
profits ) in a company (not being 
a Government company as defi 
ned in section 617 of the Compa 
nies Act , 1956 or a corporation 

1 of 1956 . 
established by or under a Central, 
State or Provincial Act ) ; 

( c ) in any other case , the forms or modes 
referred to in sub - clause ( i) , sub - clause ( ii) , 
sub - clause ( iii ) and sub -clause ( iv ) of 
clause ( a ) . 

(6 ) Nothing contained in clause ( d ) of sub 
-section ( 1) shall apply in relation to any 
monies accumulated or finally set apart and 
invested or deposited in the manner referred 
to in clause ( 6 ) of sub -section ( 2 ) of sec 
tion 11. . 


( ii ) more than one house in the occupation 
of the owner for the purposes of his own 
residence , the provisions of clause (i ) shall 
apply only in respect of one of such houses , 
which the assessee may , at his option , spe 
cify in this behalf : 

Provided that for the purposes of clauses 
( i) and ( ii ) , where the sum so arrived at 
exceeds ten per cent, of the total income of the 
owner ( the total income for this purpose being 
computed without including therein any income 
from such property and before making any 
deduction under Chapter VIA ) , the excess shall 
be disregarded . 


Explanation . Where any such residential 
unit as is referred to in the second proviso to 
sub - section ( 1 ) is in the occupation of the 
owner for the purposes of his own residence , 
nothing contained in that proviso shall apply 
in computing the annual value of that residen 
tial unit . 

(2A ) For the removal of doubt , it is hereby 
declared that, where the property consists of 
more than one house and such houses are in 
the occupation of the owner for the purposes 
of his own residence, the annual value of the 
houses , other than that the annual value of 
which is required to be determined under clause 
( ii ) of sub - section ( 2 ) , shall be determined 
under sub - section ( 1 ) as if such houses had 
been iet.” . 


LVA 


6. Amendment of section 23. - In section 23 of 
-the Income- tax Act, 

(i) in sub - section ( 1 ) , 

(@ ) for the opening paragraph , the following 
shall be substituted , namely : 

" ( 1 ) For the purposes of section 22 , the 
annual value of any property shall be deemed 
to be 

( a ) the sum for which the property 
might reasonably be expected to let from 
year to year ; or 

(6 ) where the property is let and the 
annual rent received or receivable by the 
owner in respect thereof is in excess of the 
sum referred to in clause ( a ) , the amount 

so received or receivable : " ; 
(b ) the following Explanation shall be inser 
ted at the end , namely : 


7. Amendment of section 26. — In section 26 of 
the Income-tax Act, the following Explanation shall 
be inserted at the end , namely : - 


" Explanation . For the purposes of this sec 
tion , in applying the provisions of sub - section ( 2 ) 
of section 23 for computing the share of each 
such person as is referred to in this section , such 
share shall be computed , as if each such person is 
individually entitled to the relief provided in that 
sub -section ." . 


8. Amendment of section 32. In sub - section ( 1 ) 
of section 32 of the Income-tax Act , for clause (i) , 
the following clause shall be substituted , namely : -- 

“ (i) in the case of ships other than ships ordi 
narily plying on inland waters , such percentage 
on the actual cost thereof to the assessee as may, 
in any case or class of cases or in respect of any 
period or periods, be prescribed : 

Provided that different percentages may be 
prescribed for different periods having regard to 
the date of acquisition of the ship ; ” . 


Explanation . For the purposes of this 
sub - section , " annual rent" means 

(a ) in a " case where the property is let 
throughout the previous year , the actual 
rent received or receivable by the owner 
in respect of such year ; and 

( b ) in any other case , the amount which 
bears the same proportion to the amount 
of the actual rent received or receivable 
by the owner for the period for which the 
property is let , as the period of twelve 

months bears to such period . ; 
( ii ) for sub -section ( 2 ) , the following sub 
-sections shall be substituted , namely : — 

“ (2 ) Where the property consists of - 

( i) a house in the occupation of the owner 
for the purposes of his own residence , the 
annual value of such house shall first be 
determined in the same manner as if the 
property had been let and further be reduced 
by one -half of the amount so determined or 
one thousand and eight hundred rupees , 
whichever is less ; 


9. Amendment of section 350.- In sub - section 
( 1 ) of section 35C of the Income- tax Act , 

(i) in clause ( a ) , after the words " Where any 
company ” , the words " or a co -operative society ” 
shall be inserted ; 

(ii) for the words " the company" , wherever 
they occur, the words “ the company or co - opera 
tive society " shall be substituted . 


10. Amendment of section 37. — In sub - section 
( 1 ) of section 37 of the Income-tax Act , after the 
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words and figures " sections 30 to 36 " , the words , 
figures and letters and section 80VV ” shall be 
inserted . 


(b ) in the Explanation , for the words, brackets 
and figures " clause (ii ) or clause (iii ) " , the 
words , brackets and figures " clause ( ii) or clause 
( ii ) or clause ( iv ) " shall be substituted . 


11. Insertion of new section 44AA . - In Chapter 
IV of the Income tax Act, under the heading “ D. - 
Profits and gains of business or profession " , after 
section 44A , the following section shall be inserted , 
namely : -- 

" 44AA . Maintenance of accounts by certain 
persons carrying on profession or business. -- ( 1 ) 
Every person carrying on legal, medical, engi 
neering or architectural profession or the profes 
sion of accountancy or technical consultancy or 
interior decoration or any other profession as is 
notified by the Board in the Official Gazette shall 
keep and maintain such books of account and 
other documents as may enable the Income-tax 
Officer to compute his total income in accor 
dance with the provisions of this Act. 

( 2 ) Every person carrying on business or pro 
fession (not being a profession referred to in 
sub - section ( 1) shall , --- 

( i ) if his income from business or profession 
exceeds twenty -five thousand rupees or his 
total sales , turnover or gross receipts , as the 
case may be, in business or profession exceed 
or exceeds two hundred and fifty thousand 
rupees in any one of the three years immedia 
tely preceding the previous year ; or 

(ii) where the business or profession is 
newly set up in any previous year , if his income 
from business or profession is likely to exceed 
twenty - five thousand rupees or his total sales , 
turnover or gross receipts, as the case may be, 
in business or profession are or is likely to 
exceed two hundred and fifty thousand rupees , 

during such previous year, 
keep and maintain such books of account and 
other documents as may enable the Income-tax 
Officer to compute his total income in accordance 
with the provisions of this Act. 

( 3 ) The Board may , having regard to the 
nature of the business or profession carried on 
by any class of persons, prescribe, by rules, the 
books of account and other documents ( including 
inventories , wherever necessary ) to be kept and 
maintained under sub - section ( 1 ) or sub -section 
( 2 ) , the particulars to be contained therein and 
the form and the manner in which and the place 
at which they shall be kept and maintained . 

( 4 ) Without prejudice to the provisions of sub 
-section ( 3 ) , the Board may prescribe, by rules, 
the period for which the books of account and 
other documents to be kept and maintained under 
sub - section ( 1 ) or sub - section ( 2 ) shall be 
retained . " . 


13. Amendment of section 64. --- In section 64 of 
the Income- tax Act , - 

(a ) for sub -section ( 1) , the following sub 
-section shall be substituted , namely : -- 

" ( 1 ) In computing the total income of any 
individual, there shall be included all such inco 
me as arises directly or indirectly - 

(i) to the spouse of such individual from 
the membership of the spouse in a firm 
carrying on a business in which such indivi 
dual is a partner ; 

( ii) to the spouse of such individual by 
way of salary , commission , fees or any other 
form of remuneration whether in cash or in 
kind from a concern in which such individual 
has a substantial interest : 

Provided that nothing in this clause shall 
apply in relation to any income arising to 
the spouse where the spouse possesses tech 
nical or professional qualifications and the 
income is solely attributable to the applica 
tion of his or her technical or professional 
knowledge and experience ; 

( iii ) to a minor child of such individual 
from the admission of the minor to the bene 
fits of partnership in a firm ; 

( iv ) subject to the provisions of clause (i ) 
of section 27 , in a case not falling under 
clause ( i) of this sub - section , to the spouse 
of such individual from assets transferred 
directly or indirectly to the spouse by such 
individual otherwise than for adequate con 
sideration or in connection with an agree 
ment to live apart ; 

(v ) subject to the provisions of clause (i ) 
of section 27 , in a case not falling under sub 
-clause ( iii ) of this sub - section , to a minor 
child (not being a married daughter ) of such 
individual, from assets transferred directly 
or indirectly to the minor child by such indi 
vidual otherwise than for adequate consi 
deration ; 

( vi ) to the son s wife , or son s minor child , 
of such individual, from assets transferred 
directly or indirectly on or after the 1st day 
of June , 1973 , to the son s wife or son s minor 
child by such individual otherwise than for 
adequate consideration ; and 

( vii ) to any person or association of per 
sons from assets transferred directly or indi 
rectly otherwise than for adequate conside 
ration to the person or association of persons 
by such individual, to the extent to which 
the income from such assets is for the imme 
diate or deferred benefit of his or her spouse 
or minor child ( not being a married daugh 
ter ) or both . 


12. Amendment of section 49. In sub - section 
( 1 ) of section 49 of the Income- tax Act, 

( a ) after clause ( iii ) , the following clause shall 
be inserted , namely : - 

" (iv ) such assessee being a Hindu undivided 
family , by the mode referred to in sub - section 
( 2 ) of section 64 at any time after the 31st day 
of December, 1969," ; 


Explanation . 1. For. the purposes of clause 
( i) , the individual, in computing whose total 
income the income referred to in that clause 
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is to be included , shall be the husband or wife 
whose total income ( excluding the income 
referred to in that clause ) is greater ; and , for 
the purposes of clause ( iii) , the income of the 
minor child from the partnership shall be inclu 
ded in the income of that parent whose total 
income (excluding the income referred to in 
that clause ) is greater ; and where any such 
income is once included in the total income of 
either spouse or parent , any such income 
arising in any succeeding year shall not be 
included in the total income of the other spouse 
or parent unless the Income-tax Officer is 
satisfied , after giving that spouse or parent 
an opportunity of being heard , that it is neces 
sary so to do . 


( iii ). in the proviso , for the words " minor 
son " , the words " minor child " shall be subs 
tituted ; 
( iv ) in the Esplanation , 

( A ) the brackets and figure " ( 1 ) ” shall 
be omitted ; 

( B ) clause (2 ) shall be omitted . 


-- 


7 


Explanation 2. - For the purposes of clause 
(ii) , an individual shall be deemed to have a 
substantial interest in a concern 

(i ) in a case where the concern is a com 
pany, if its shares (not being shares entitled 
to a fixed rate of dividend whether with or 
without a further right to participate in pro 
fits ) carrying not less than twenty per cent . 
of the voting power are , at any time during 
the previous year, owned beneficially by such 
person or partly by such person and partly 
by one or more of his relatives ; 

( ii) in any other case , if such person is 
entitled , or such person and one or more of 
his relatives are entitled in the aggregate, at 
any time during the previous year , to not 
less than twenty per cent. of the profits of 
such concern . 


14. Insertion of new sections 69C and 69D -- In 
Chapter VI of the Income-tax Act , under the head 
ing " Aggregation of income" , after section 69B , the 
following sections shall be inserted , namely : -- 

" 69C . Unexplained expenditure , etc. -- Where 
in any financial year an assessee has incurred any 
expenditure and he offers no explanation about 
the source of such expenditure or part thereof , or 
the explanation , if any, offered by him is not, in 
the opinion of the Income tax Officer , satisfac 
tory , the amount covered by such expenditure or 
part thereof , as the case may be, may be deemed 
to be the income of the assessee for such financial 
year. 

69D . Amount borrowed or repaid on hundi. 
Where any amount is borrowed on a hundi from , 
or any amount due thereon is repaid to , any person 
otherwise than through an account payee cheque 
drawn on a bank , the amount so borrowed or 
repaid shall be deemed to be the income of the 
person borrowing or repaying the amount afore 
said for the previous year in which the amount 
was borrowed or repaid , as the case may be : 

Provided that, if in any case any amount bor 
rowed on a hundi has been deemed under the 
provisions of this section to be the income of any 
person , such person shall not be liable to be 
assessed again in respect of such amount under 
the provisions of this section on repayment of such 
amount. 


Explanation . — For the purposes of this section , 
the amount repaid shall include the amount of 
interest paid on the amount borrowed ." . 


15. Amendment of section 73. - In section 73 of 
the Income- tax Act, the following Explanation shall 
be inserted at the end , namely : -- 


Explanation 3. - For the purposes of clauses 
(iv ) and ( v ) , where the assets transferred 
directly or indirectly by an individual to his 
spouse or minor child are invested by the 
spouse or minor child in any business , that 
part of the income arising out of the business 
to the spouse or minor child in any previous 
year , which bears the same proportion to the 
income of the spouse or minor child from the 
business as the value of the assets aforesaid 
as on the first day of the previous year bears 
to the total investment in the business by the 
spouse or the minor child as on the said day , 
shall be included in the total income of the 
individual in that previous year ." ; 
( b ) in sub - section ( 2 ) , 

(i ) in clause (6 ) , the words " , in so far as 
it is attributable to the interest of the indi 
vidual in the property of the family ," shall be 
omitted ; 

(ii ) for clause ( c ) , the following clause shall 
be substituted , namely : - 

" ( c ) where the converted property has 
been the subject-matter of partition 

(whether partial or total) amongst the mem 
bers of the family , the income derived from 
such converted property as is received by 
the spouse or minor child on partition shall 
be deemed to arise to the spouse or minor 
child from assets transferred indirectly by 
the individual to the spouse or minor child 
and the provisions of sub -section ( 1 ) shall , 
so far as may be, apply accordingly :" ; 


“ Explanation . Where any part of the busi 
ness of a company ( other than an investment com 
pany, as defined in clause ( ii ) of section 109 , or 
a company the principal business of which is the 
business of banking or the granting of loans and 
advances ] consists in the purchase and sale of 
shares of other companies, such company shall , 
for the purposes of this section , be deemed to be 
carrying on a speculation business to the extent 
to which the business consists of the purchase 
and sale of such shares ." . 


а . 


16. Amendment of section 80A . - In section 80A 
of the Income-tax Act , — 

( i) in sub - section ( 1 ) , for the figures and letter 
" SOU ” , the figures and letters " 80VV " shall be 
substituted ; 

( ii ) in sub - section ( 3 ) , the words , figures and 
letter " or section 80H ” shall be omitted . 


1 
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17. Amendment of section 80B . --- In section 80B 
of the Income-tax Act, clause ( 1 ) and ( 9 ) shall be 
omitted . 


the deduction , if any, admissible to the assessee 
under section 80HH ) ” shall be substituted ; 

(ii) in sub -section (3 ) , the word , figures and 
letter " section 80H ," shall be omitted . 


18. Amendment of section 80G . — In section 80G 
of the Income- tax Act, 

( i) for sub -section ( 1 ) , the following sub - sec 
tion shall be substituted , namely : -- 

“ ( 1) In computing the total income of an 
assessee , there shall be deducted , in accordance 
with and subject to the provisions of this sec 
tion , an amount equal to fifty per cent. of the 
aggregate of the sums specified in sub - sec 
tion ( 2 ) . " ; 

( ii ) in clause ( i) of sub - section ( 5 ) , after the 
words , brackets and figures " or clause ( 23 ) ” , the 
words, brackets , figures and letter " or clause 
(23C ) ” shall be inserted . 


23. Amendment of section 80L . - In sub - section 
( 1 ) of section 80L of the Income-tax Act, after 
clause (vii ) , the following clause shall be inserted , 
namely : 

" ( viia ) interest on deposits with any authority 
constituted in India by or under any law enacted 
either for the purpose of dealing with and satis 
fying the need for housing accommodation or for 
the purpose of planning, development or impro 
vement of cities, towns and villages, or for both ;" . 


24. Amendment of section 80P.- In sub - section 
( 3 ) of section 80P of the Income- tax Act , 

( i) the words, figures and letter " section 80H 
or " shall be omitted ; 

(ii ) for the words, figures and letters " deduc 
tions under section 80H , section SOHH , section 
80J and section 80JJ" , the words, figures and 
letters " deductions under section 80HH , section 
80J and section 80JJ" shall be substituted . 


19. Insertion of new section 80GG . -- In Chap 
ter VIA of the Income- tax Act , under the heading 
“ B. — Deductions in respect of certain payments " , 
after section 80G , the following section shall be 
inserted , namely : 

* 80GG . Deduction in respect of rents paid . — In 
computing the total income of an assessee , not 
being an assessee having any income falling 
within clause ( 13A ) of section 10 , there shall be 
deducted any expenditure incurred by him in 
excess of ten per cent. of his total income towards 
payment of rent (by whatever name called ) in 
respect of any furnished or unfurnished accommo 
dation occupied by him for the purposes of his 
own residence, to the extent to which such excess 
expenditure does not exceed three hundred rupees 
per month or fifteen per cent . of his total income 
for the year, whichever is less , and subject to such 
other conditions or limitations as may be pres 
cribed , having regard to the area or place in which 
such accommodation is situated and other relevant 
considerations : 

Provided that nothing in this section shall apply 
to an assessee in any case where any residential 
accommodation is owned by him or by his spouse 
or minor child , or , where such assessee is a mem 
ber of a Hindu undivided family , by such family . 


25. Amendment of section 80QQ . - In sub -section 
( 2 ) of section 80QQ of the Income-tax Act , - 

(i) the words, figures and letter " section 80H 
or" shall be omitted ; 

( ii ) the word , figures and letter " section 80H ," 
shall be omitted . 


26. Insertion of new sections 80V and 80VV . - 
In Chapter VIA of the Income- tax Act , under the 
heading " D - Other deductions" , after section 80U , 
the following sections shall be inserted , namely : --- 

" 80V . Deduction of interest on moneys borro 
wed to pay taxes.-- In computing the total income 
of an assessee, there shall be allowed by way of 
deduction any interest paid by him in the pre 
vious year on any money . borrowed for the pay 
ment of any tax due from him under this Act . 

80VV . Deduction in respect of expenses incur 
red in connection with certain proceedings under 
the Act. --- In computing the total income of an 
assessee , there shall be allowed by way of deduc 
tion any expenditure incurred by him in the 
previous year in respect of any proceedings 
before any income-tax authority or the Appel 
late Tribunal or any court relating to the deter 
mination of any liability under this Act, by way 
of tax, penalty or interest : 

Provided that no deduction under this section 
shall , in any case , exceed in the aggregate five 
thousand rupees." . 


Explanation . - In this section , the expressions 
" ten per cent. of his total income" and " fifteen 
per cent . of his total income" shall mean ten per 
per cent . or fifteen per cent ., as the case may be, 
of the assessee s total income before allowing 
deduction for any expenditure under this section . . 


20. Omission of section 80H . - Section 80H of the 
Income- tax Act shall be omitted . 


-L 


21. Amendment of section 80HH . In sec 
tion 80HH of the Income- tax Act, sub - section ( 8 ) 
shall be omitted . 


22. Amendment of section 80J. - In section 80J 
of the Income- tax Act , - 

( i ) in sub - section ( 1 ) , for the brackets , words, 
figures and letters " (reduced by the aggregate of 
the deductions, if any, admissible to the assessee 
under section 80H and section 80HH ) " , the 
brackets , words , figures and letters " (reduced by 


27. Amendment of section 104. -- In section 104 
of the Income- tax Act, for sub - section ( 4 ) , the fol 
lowing sub -section shall be substituted , namely : - 

" (4 ) Without prejudice to the provisions of 
section 108 , nothing contained in this section 
shall apply to a company which is neither an 
Indian company nor a company which has made 
the prescribed arrangements for the declaration 
and payment of dividends within India ." . 
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28. Amendment of section 109. — In section 109 
of the Income-tax Act , 


( a ) after clause ( i) , the following clauses 
shall be inserted , namely : 

(ia ) " industrial company " means an Indian 
company whose business consists wholly in 
the 

construction of ships or in the manu 
facture or processing of goods or in mining 
or in the generation or distribution of electri 
city or any other form of power ; 

( ib ) " consultancy service company ” means 
an Indian company whose business consists 
wholly in the provision of technical know -how , 
or in the rendering of services in connection 
with the provision of technical know - how , to 
other persons . 


29. Amendment of section 124. -- In sub - section 
( 2 ) of section 124 of the Income- tax Act , for the 
portion beginning with the words " and shall perform 
such functions" and ending with the words " work 
to be performed ." , the following shall be substituted , 
namely : 

" and shall perform their functions in relation 
to the said area , or persons or classes of persons , 
or incomes or classes of income, or cases or classes 
of cases , in accordance with such general or 
special orders in writing as the Commissioner or 
the Inspecting Assistant Commissioner authori 
sed by the Commissioner in this behalf , may make 
for the purpose of facilitating the performance 
of such functions ." . 


Explanation . --- In this 

In this clause and in sub 
-clause ( 3 ) of clause (iii ) , the expression 
“ provision of technical know -how " has the 
meaning assigned to it in sub - section ( 2 ) of 
section SOMM ; ; 


30. Amendment of section 125. - In sub - section 
( 1 ) of section 125 of the Income- tax Act , in the 
proviso , - 

( i) after the figures and letter " 132A ," , the 
figures and letter " 132B ," shall be inserted ; 

( ii) for the words , figures and brackets " and 
271 to 274 (both inclusive ) " , the figures , words 
and brackets " , 271 to 273 (both inclusive ) and 
274 " shall be substituted . 


(b ) in clause ( iii ) , - 

( i) for sub - clause ( 1 ) , the following sub 
-clauses shall be substituted , namely : 

“ ( 1 ) in the case of an industrial 
company or a consultancy service 
company 

45 % ; 
( 2 ) in the case of an investment 
company other than an investment 
company which falls under sub - clause 
( 3 ) of this clause 

90 % ;" ; 
( ii ) in sub -clause ( 3 ) , for the portion 
beginning with the words " in the case 
of an Indian company " and ending with 
the words " attributable to such busi 
ness 

Nil ;" , 
the following shall be substituted , namely : 

" in the case of an Indian company, not being 
an industrial company or a consultancy service 
company , a part of whose gross total income 
consists of profits and gains attributable to the 
business of provision of technical know -how , or 
of rendering services in connection with the pro 
vision of technical know -how , to other persons, 
or of construction of ships or of manufacture 
or processing of goods or of mining or of gene 
ration or distribution of electricity or any other 
form of power 

( a ) in relation to the said part of 
its gross total income ... 

45 % ; " ; 
( iii ) for the Explanation below sub - clause ( 3 ) , 
the following Explanation shall be substituted , 
namely : — 


31. Insertion of new section 125A . After sec 
tion 125 of the Income-tax Act, the following section 
shall be inserted , namely : 

" 125A . Concurrent jurisdiction of Inspecting 
Assistant Commissioner and Income-tax Officer , 
( 1 ) The Commissioner may , by general or special 
order in writing, direct that all or any of the 
powers or functions conferred on , or assigned to , 
the Income-tax Officer or Income- tax Officers by 
or under this Act in respect of any area , or per 
sons or classes of persons, or incomes or classes 
of income, or cases or classes of cases , shall be 
exercised or performed concurrently by the Ins 
pecting Assistant Commissioner . 

(2 ) Where under sub -section ( 1 ), an Inspecting 
Assistant Commissioner exercises concurrent 
jurisdiction with one or more Income- tax Officers 
in respect of any area , or persons or classes of 
persons , or incomes or classes of income, or cases 
or classes of cases , the Income- tax Officer or 
Income-tax Officers shall exercise the powers and 
perform the functions under this Act in relation 
thereto as the Inspecting Assistant Commissioner 


con 


may direct . 


( 3 ) Without prejudice to the generality of the 
provisions contained in sub - section ( 3 ) of section 
119 , every Income- tax Officer shall also observe 
and follow such instructions as may be issued to 
him for his guidance by the Inspecting Assistant 
Commissioner within whose jurisdiction he per 
forms his functions in relation to any particular 
proceeding or the initiation of any proceeding 
under this Act : 

Provided that no instructions, which are preju 
dicial to the assessee, shall be issued before an 
opportunity is given to the assessee to be heard . 

Explanation . -- For the purposes of this sub 
-section , no instruction as to the lines on which 
an investigation connected with the assessment 
should be made shall be deemed to be an instruction 
prejudicial to the assessee . 


" Explanation . The provisions of this 
Chapter shall apply as if the aforesaid two 
parts of the gross total income of the company 
were respectively the gross total income of the 
company in relation to each such part and as 
if the amount of dividends actually distributed 
and the distributable income were also simi 
larly apportioned for the purposes of section 
104 and this section ;" . 
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( 4 ) Where an order is made under sub -section 
( 1 ) and the Inspecting Assistant Commissioner 
exercises the powers or performs the functions of 
an Income-tax Officer in relation to any area , or 
persons or classes of persons, or incomes or classes 
of income, or cases or classes of cases , references 
in this Act or in any rule made thereunder to the 
Income-tax Officer and the Appellate Assistant 
Commissioner shall be construed as references to 
the Inspecting Assistant Commissioner and the 
Commissioner respectively and , accordingly : 

(1) any provision of this Act requiring appro 
val or sanction of the Inspecting Assistant Com 
missioner shall not apply ; 

(ii ) any appeal which would otherwise have 
lain to the Appellate Assistant Commissioner 
shall lie to the Commissioner ; 

( iii) any appeal which would have lain from 
an order of the Appellate Assistant Commis 
sioner to the Appellate Tribunal shall lie from 
the order of the Commissioner . " . 


-tax Officers to whom the case is so transferred 
shall have concurrent jurisdiction over such case 
and shall perform their functions in accordance 
with such general or special orders in writing 
as the Board or the Commissioner or the Inspec 
ting Assistant Commissioner authorised by the 
Commissioner in this behalf , may make for the 
purpose of facilitating the performance of such 
functions; 

(b ) where any case has been transferred from 
any Income-tax Officer or Income- tax Officers 
(whether with or without concurrent jurisdiction 
with the Inspecting Assistant Commissioner ) , 
to two or more Income- tax Officers with concur 
rent jurisdiction with the Inspecting Assistant 
Commissioner, the officers ( including the Inspec 
ting Assistant Commissioner ) to whom the case 
is so transferred shall have concurrent jurisdic 
tion over such case and shall perform their func 
tions in accordance with such general or special 
orders in writing as the Board or the Commis 
sioner may make for the purpose of facilitating 
the performance of such functions, and the Inco 
me- tax Officers shall perform their functions 
also in accordance with such orders or directions 
as the Inspecting Assistant Commissioner may 
make under sub - section ( 2 ) of section 124 or , 
as the case may be, under sub - section ( 2 ) of 
section 125A . " . 


32. Amendment of section 127. --- In section 127 of 
the Income-tax Act, for sub - section ( 1) , the following 
sub - section shall be substituted , namely : — 


33. Amendment of section 1304. — In section 130A 
of the Income-tax Act, after clause (b ) , the follo 
wing clause shall be inserted , namely : 

" (c ) in a case , where two or more Income- tax 
Officers have concurrent jurisdiction over such 
assessee in relation to any function , be the Income 
-tax Officers empowered to perform such function . 
by the Board or , as the case may be, the Income-tax 
Officers to whom such function has been assigned 
by an order of the Commissioner or by an order 
or a direction of the Inspecting Assistant Commis 
sioner under sub -section ( 2 ) of section 124 or, as 
the case may be, under sub - section ( 2 ) of section 
1:25 A." 


" ( 1 ) The Commissioner may , after giving the 
assessee a reasonable opportunity of being heard 
in the matter , wherever it is possible to do so , and 
after recording his reasons for doing so , transfer 
any case from one or more of the following officers 
subordinate to him , namely : 

( a ) any Income-tax Officer or Income-tax 
Officers ; 

(b ) any Income- tax Officer or Income- tax 
Officers having concurrent jurisdiction with the 

Inspecting Assistant Commissioner , 
to any other Income- tax Officer or Income-tax 
Officers (whether with or without concurrent 
jurisdiction with the Inspecting Assistant Com 
missioner ) also subordinate to him and the Board 
may similarly transfer any case from 

( i ) any Income- tax Officer or Income-tax Offi 
cers , or 

( ii) any Income-tax Officer or Income-tax 
Officers having concurrent jurisdiction with the 

Inspecting Assistant Commissioner , 
to any other Income- tax Officer or Income- tax 
Officers (whether with or without concurrent 
jurisdiction with the Inspecting Assistant Com 
missioner ) : 

Provided that nothing in this sub - section shall 
be deemed to require any such opportunity to be 
given where the transfer is from any Income- tax 
Officer or Income-tax Officers (whether with or 
without concurrent jurisdiction with the Inspecting 
Assistant Commissioner ) to any other Income-tax 
Officer or Income- tax Officers (whether with or 
without concurrent jurisdiction with the Inspecting 
Assistant Commissioner ) and the offices of all such 
officers are situated in the same city , locality or 
place : 
Provided further that 

( a ) where any case has been transferred from 
any Income- tax Officer or Income-tax Officers 
to two or more Income-tax Officers , the Income 


34. Amendment of section 131. --- In section 131 of 
the Income-tax Act , 

( i) after sub - section ( 1 ) , the following sub - sec 
tion shall be inserted , namely : 

“ ( 1A ) If the Assistant Director of Inspection 
has reason to suspect that any income has been 
concealed , or is likely to be concealed , by any 
person or class of persons, within his jurisdic 
tion , then , for the purpose of making any enquiry 
or investigation relating thereto , it shall be com 
petent for him to exercise the powers conferred 
under sub -section ( 1 ) on the Income- tax autho 
rities referred to in that sub -section , notwith 
standing that no proceedings with respect to 
such person or class of persons are pending 
before him or any other Income- tax authority ," ; 


1 


( ii ) in sub - section ( 3 ) , — 

(a ) in the opening paragraph , after the word , 
brackets and figure " sub - section ( 1 ) " , the words, 
brackets , figure and letter " or sub -section ( 1A ) " 
shall be inserted ; 

( b ) in the proviso , for the words " an Income 
-tax Officer" , the words " an Income- tax Officer 
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or an Assistant Director of Inspection ” shall be 
substituted . 


all cases where he has reason to believe that 
any delay in getting the authorisation from 
the Commissioner having jurisdiction over 
such person may be prejudicial to the interests 
of the revenue." ; 


35. Amendment of section 132. -- In section 132 
of the Income-tax Act, 


( a ) in sub - section ( 1 ) , 

(i ) in the opening paragraph , for this words 
" Where the Director of Inspection or the Com 
missioner ," , the following shall be substituted , 
namely : - 

" Where the Director of Inspection or the 
Commissioner or any such Deputy Director of 
Inspection or Inspecting Assistant Commis 
sioner as may be empowered in this behalf by 
the Board ," ; 

( ii ) in clause ( c ) , for the words "which has 
not been disclosed " , the words " which has not 
been , or would not be, disclosed " shall be subs 
tituted ; 

( iii) for the portion beginning with the words 
" he may authorise ” and ending with the brackets 
and words " (hereinafter referred to as the 
authorised officer ) to- " , the following shall 
be substituted , namely : 


- 


" then , 

( A ) the Director of Inspection or the 
Commissioner , as the case may be , may 
authorise any Deputy Director of Inspec 
tion , Inspecting Assistant Commissioner , 
Assistant Director of Inspection or Income 
tax Officer ; or 

( B ) such Deputy Director of Inspection 
or Inspecting Assistant Commissioner , as 
the case may be , may authorise any. Assis 
tant Director of Inspection or Income-tax 
Officer , 

( the officer so authorised in all cases being 
hereinafter referred to as the authorised 
officer ) to - " ; 

( iv ) in clause ( i) , for the words " building or 
place " , the words " building , place , vessel, vehicle 
or aircraft " shall be substituted ; 

(v ) after clause (ii ) , the following clause 
shall be inserted , namely : 

" (iia ) search any person who has got out 
of, or is about to get into , or is in , the build 
ing , place, vessel, vehicle or aircraft , if the 
authorised officer has reason to suspect that 
such person has secreted about his person 
any such books of account, other documents , 
money , bullion , jewellery or other valuable 
article or thing ; " ; 

( vi) the following proviso shall be inserted 
at the end , namely : - 

" Provided that where any building , place 
vessel, vehicle or aircraft referred to in clause 
(i ) is within the area of jurisdiction of any 
Commissioner , but such Commissioner has no 
jurisdiction over the person referred to in 
clause ( a ) or clause (b ) or clause ( c ) , then , 
notwithstanding anything contained in sec 
tion 121 , shall be competent for him to ex 
ercise the powers under this sub -section in 


(b ) after sub -section ( 1 ) , the following sub - sec 
tion shall be inserted , namely : - 

( 1A ) Where any Commissioner , in conse 
quence of information in his possession , has 
reason to suspect that any books of account, 
other documents , money , bullion , jewellery or 
other valuable article or thing in respect of 
which an officer has been authorised by the 
Director of Inspection or any other Commis 
sioner or any such Deputy Director of Inspec 
tion or Inspecting Assistant Commissioner as 
may be empowered in this behalf by the Board 
to take action under clauses (i ) to ( v ) of sub 
-section ( 1) are or is kept in any building, place , 
vessel, vehicle or aircraft not mentioned in the 
authorisation under sub -section ( 1 ) , such Com 
missioner may , notwithstanding anything con 
tained in section 121 , authorise the said officer 
to take action under any of the clauses aforesaid 
in respect of such building , place, vessel, vehicle 
or aircraft ." ; 

( c ) in sub - section ( 2 ) , after the word , brackets 
and figure " sub - section ( 1 ) " , the words , brackets , 
figure and letter " or sub - section ( 1A ) ” shall be 
inserted ; 

(d ) after sub - section (4 ) , the following sub - sec 
tion shall be inserted , namely : -- 

“ (4A ) Where any books of account, other 
documents , money , bullion , jewellery or other 
valuable article or thing are or is found in the 
possession or control of any person in the course 
of a search , it may be presumed -- 

( i ) that such books of account, other do 
cuments, money , bullion , jewellery or other 
valuable article or thing belong or belongs to 
such person ; 

( ii) that the contents of such books of 
account and other documents are true ; and 

( iii ) that the signature and every other 
part of such books of account and other docu 
ments which purport to be in the handwriting 
of any particular person or which may rea 
sonably be assumed to have been signed by , 
or to be in the handwriting of, any particular 
person , are in that person s handwriting, and 
in the case of a document stamped , executed 
or attested , that it was duly stamped and exe 
cuted or attested by the person by whom it 
purports to have been so executed or at 
tested . " ; 


( e ) in sub - section (5 ) , 

( i) for the opening paragraph , the following 
shall be substituted , namely : - 

" Where any money , bullion , jewellery or 
other valuable article or thing (hereafter in 
this section and in sections 132A and 132B re 
ferred to as the assets ) is seized under sub 
-section ( 1 ) or sub - section ( 1A ) , the Income 
-tax Officer , after affording a reasonable 
opportunity to the person concerned of being 
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heard and making such enquiry as may be 
prescribed , shall , within ninety days of the 
seizure, make an order , with the previous 
approval of the Inspecting Assistant Com 
missioner , " ; 

(ii ) after clause ( ii ) , the following clause 
shall be inserted , namely : -- 

" ( via ) determining the amount 
of interest payable and the amount 
of penalty imposable in accordance 
with the provisions of the Indian 
Income- tax Act, 1922 or this Act, 11 of 1922 . 
as if the order had been the order 
of regular assessment;" ; 

(iii) for the words, brackets and figures 
" clauses ( ii ) and ( iii ) ” , at both the places where 
they occur , the words, brackets, figures, and 
letter " clauses (ii) , ( iia ) and ( iii) " shall be 
substituted ; 

( iv ) in the first proviso , after the words " the 
financial year in which the assets were seized " , 
the words " and may also determine the interest 
or penalty , if any, payable or imposable ac 
cordingly " shall be inserted ; 

( f ) in sub -section (6 ) , for the word , figures 
and letter " section 132A " , the word , figures and 
letter " section 132B " shall be substituted ; 

(g ) in sub -section (8 ) , after the word , brackets 
and figure " sub -section ( 1) " , the words, brackets , 
figure and letter " or sub - section ( 1A ) " shall be 
inserted ; 

(h ) in sub - section ( 9 ) , after the word , brackets 
and figure " sub - section ( 1 ) " , the words , brackets, 
figure and letter " or sub - section ( 1A ) " shall be 
inserted ; 

( i ) after sub - section ( 9 ) , the following sub - sec 
tion shall be inserted , namely : -- 

“ ( 9A ) Where the authorised officer has no 
jurisdiction over the person referred to in clause 
( a ) or clause (b ) or clause ( c ) of sub - section 
( 1 ) , the books of account or other documents or 
assets seized under that sub -section shall be 
handed over by the authorised officer to the 
Income- tax Officer having jurisdiction over 
such person within a period of fifteen days of 
such seizure and thereupon the powers exerci 
sable by the authorised officer under sub - sec 
tion ( 8 ) or sub - section ( 9 ) shall be exercisable 
by such Income-tax Officer." ; 

( j) in sub -section ( 10 ) , after the word , brackets 
and figure " sub -section ( 1) " , the words , brackets, 
figure and letter " or sub -section ( 1A ) ” shall be 
inserted ; 

(K ) for sub-section ( 13 ) , the following sub - sec 
tion shall be substituted , namely : 

" ( 13 ) The provisions of the Code of 
Criminal Procedure , 1973, relating to 

2 of 1974 , 
searches and seizure shall apply , so 
far as may be, to searches and seizure 
under sub - section ( 1 ) or sub - sec 
tion ( 1A ) ." ; 

(1) in sub -section ( 14 ) , in clause (i ) , for the 
words " such building or place " , the words " any 
building place , vessel, vehicle or aircraft” shail 
be substituted . 


36. Amendment of section 132A . — Section 132A 
of the Income- tax Act shall be re-numbered as sec 
tion 1323 thereof, and — 

( 1) before that section as so re -numbered , the 
the following section shall be inserted , namely :: 

( 132A . Power to requisition books of account, 
etc. ( 1) Where the Director of Inspection or 
the Commissioner , in consequence of information 
in his possession , has reason to believe that 

( a ) any person to whom a sum 
mons under sub - section ( 1 ) of sec 
tion 37 of the Indian Income- tax 
Act, 1922 or under sub -section ( 1 ) 
of section 131 of this Act, or a no 
tice under sub - section ( 4 ) of sec 
tion 22 of the Indian Income- tax 
Act, 1922 or under sub -section ( 1 ) 11 of 1922 . 
of section 142 of this Act was is 
sued to produce ; or cause to be 
produced , any books of account or 
other documents has omitted or 
failed to produce , or cause to be 
produced , such books of account or 
other documents , as required by 
such summons or notice and the 
said books of account or other do 
cuments have been taken into cus 
tody by any officer or authority 
under any other law for the time 
being in force , or 

(6 ) any books of account or 
other documents will be useful 
for , or relevant to , any proceeding 
under the Indian Income-tax Act, 
1922 or under this Act and any 11 of 1922 . 
person to whom a summons or 
notice as aforesaid has been or 
might be issued will not, or would 
not, produce or cause to be pro 
duced , such books of account or 
other documents on the return of 
such books of account or other 
documents by any officer 

or 
authority by whom or which such 
books of account or other docu 
ments have been taken into cus 
tody under any other law for the 
time being in force , or 

( c ) any assets represent either 
wholly or partly income or pro 
perty which has not been , or 
would not have been , disclosed 
for the purposes of the Indian 
Income-tax Act , 1922 or this Act 11 of 1922. 
by any person from whose pos 
session or control such assets 
have been taken into custody by 
any officer or authority under 
any other law for the time being 

in force, 
then , the Director of Inspection or the Com 
missioner may authorise any Deputy Director 
of Inspection , Inspecting Assistant Commis 
sioner , Assistant Director of Inspection or 
Income- tax Officer ſhereafter in this section 
and in sub - section ( 2 ) of section 278D referred 
to as the requisitioning officer ] to require the 
officer or authority referred to in clause ( a ) 
or clause (b ) or clause ( c ) , as the case may be, 


6TH SEPTEMBER , 1977 ( BHADRA 15 , 1899 ) 


271 


- 


to deliver such books of account , other docu 
ments or assets to the requisitioning officer. 

(2 ) . On a requisition being made under sub 
-section ( 1) , the officer or authority referred 
to in clause ( a ) or clause (b ) or clause ( c ) , as 
the case may be , of that sub -section shall deli 
.ver the books of account, other documents or 
assets to the requisitioning officer either forth 
with or when such officer or authority is of 
the opinion that it is no longer necessary to 
retain the same in his or its custody . 

( 3 ) Where any books of account , other docu 
ments or assets have been delivered to the 
requisitioning officer, the provisions of sub 
-sections (4A ) -to ( 14 ) ( both inclusive ) of sec 
tion 132 and section 132B shall , so far as may 
be, apply as if such books of account, other 
documents or assets had been seized under 
sub -section ( 1 ) of section 132 by the requi 
sitioning officer from the custody of the person 
referred to in clause ( a ) or clause ( 6 ) or 
clause (c ) , as the case may be, of sub -sec 
tion ( 1 ) of this section and as if for the words 
" the authorised officer ” occurring in any of 
the aforesaid sub -sections ( 4A ) to ( 14 ), the 
words " the requisitioning officer " were subs 
tituted . ; 

( ii) in section 132B as so re -numbered , in sub 
-section ( 1 ) , in clause (i ) , after the word " relates" , 
the brackets and words " (including any penalty 
levied or interest payable in connection with such 
assessment or re-assessment ) " shall be inserted . 


therein or not , in which the person carrying on 
the business or profession states that any of his 
books of account or other documents or any part 
of his cash or stock or other valuable article or 
thing relating to his business or profession are or 
is kept . 

( 2 ) An Income-tax authority may enter any 
place of business or profession referred to in sub 
-section ( 1) only during the hours at which such 
place is open for the conduct of business or pro 
fession and , in the case of any other place , only 
after sunrise and before sunset . 

( 3 ) An Income-tax authority acting under this 
section may, 

( i) if he so deems necessary , place marks of 
identification on the books of account or other 
documents inspected by him and make or cause 
to be made extracts or copies therefrom , 

(ii ) make an inventory of any cash , stock or 
other valuable article or thing checked or veri 
fied by him , 

( iii) record the statement of any person 
which may be useful for , or relevant to , any 
proceeding under this Act. 

( 4 ) An Income-tax authority acting under this 
section shall, on no account, remove or cause to 
be removed from the place wherein he has entered , 
any books of account or other documents or any 
cash , stock or other valuable article or thing . 

( 5 ) Where , having regard to the nature and 
scale of expenditure incurred by an assessee , in 
connection with any function , ceremony or event, 
the Income- tax authority is of the opinion that it 
is necessary or expedient so to do , he may, at any 
time after such function , ceremony or event, re 
quire the assessee by whom such expenditure has 
been incurred or any person who , in the opinion 
of the Income- tax authority , is likely to possess 
information as respects the expenditure incurred , 
to furnish such information as he may require as 
to any matter which may be useful for , or rele 
vant to , any proceeding under this Act and may 
have the statements of the assessee or any other 
person recorded and any statement so recorded 
may thereafter be used in evidence in any proceed 
ing under this Act. 

(6 ) If a person under this section is required 
to afford facility to the Income-tax authority to 
inspect books of account or other documents or to 
check or verify any cash , stock or other valuable 
article or thing or to furnish any information or 
to have his statement recorded either refuses or 
evades to do so , the Income- tax authority shall 
have all the powers under sub - sections ( 1 ) and 
(2 ) of section 131 for enforcing compliance with 
the requirement made. 


37. Substitution of new section for section 133A . 
-For section 133A of the Income- tax Act, the 
following section shall be substituted , namely : - 

133A . Power of survey . - ( 1 ) Notwithstanding 
anything contained in any other provision of 
this Act, an Income-tax authority may enter 

(a ) any place within the limits of the area 
assigned to him , or 

(b ) any place occupied by any person in 
respect of whom he exercises jurisdiction , 
at which a business or profession is carried on , 
whether such place be the principal place or not 
of such business or profession , and require any 
proprietor , employee or any other person who 
may at that time and place be attending in any 
manner to , or helping in , the carrying on of such 
business or profession 

(i) to afford him the necessary facility to 
inspect such books of account or other docu 
ments as he may require and which may be 
available at such place , 

(ii) to afford him the necessary facility to 
check or verify the cash , stock or other valuable 
article or thing which may be found therein , 
and 

( iii ) to furnish such information as he may 
require as to any matter which may be useful 
for , or relevant to , any proceeding under this 
Act. 


4 


Explanation . —- In this section ,--- 

( a ) " Income- tax authority ” means an Inspec 
ting Assistant Commissioner , an Assistant 
Director of Inspection or an Income- tax Officer , 
and for the purposes of clause (i) of sub -section 
( 1 ) , clause (i ) of sub -section ( 3 ) and sub - sec 
tion (5 ) , includes an Inspector of Income- tax , 
if so authorised by the Income-tax Officer ; 

(6 ) " proceeding" means any proceeding under 
this Act in respect of any year which may be 


Explanation . — For the purposes of this sub 
-section , a place where a business or profession is 
carried on shall also include any other place , 
whether any business or profession is carried on 
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pending on the date on which the powers under 
this section are exercised or which may have 
been completed on or before such date and in 
cludes also all proceedings under this Act which 
may be commenced after such date in respect of 
any year . . 


38. Amendment of section 139. In section 139 
of the Income- tax Act , 

(i ) in sub - section ( 2 ) , for the words " serve a 
notice upon him " , the words “ issue a notice to 
him and serve the same upon him " shall be subs 
tituted ; 

( ii) for sub - section (6 ) , the following sub - sec 
tions shall be substituted , namely : — 

* (6 ) The prescribed form of the returns re 
ferred to in sub -sections ( 1 ) , ( 2 ) and ( 3 ) shall , 
in such cases as may be prescribed , require the 
assessee to furnish the particulars of income 
exempt from tax , assets of the prescribed nature 
and value and belonging to him , expenditure 
exceeding the prescribed limits incurred by him 
under prescribed heads and such other outgo 
ings as may be prescribed . 

(6A ) Without prejudice to the provisions of 
sub -section (6 ) , the prescribed form of the 
returns referred to in sub - sections ( 1) , ( 2 ) and 
( 3 ) shall, in the case of an assessee engaged in 
any business or profession , also require him to 
furnish particulars of the location and style of 
the principal place where he carries on the busi 
ness or profession and all the branches thereof, 
the names and address of his partners, if any , 
in such business or profession and , if he is a 
member of an association or body of individuals , 
the names of the other members of the asso 
ciation or the body of individuals and the extent 
of the share of the assessee and the shares of 
all such partners or the members , as the case 
may be, in the profits of the business or pro 
fession and any branches thereof." . 


( 4 ) All permanent account numbers allotted to 
assessees before the commencement of the Taxa 
tion Laws (Amendment) Act, 1975 shall, with 
effect from such date as the Board may , by noti 
fication in the Official Gazette , specify , be 
deemed to have been allotted to them under the 
provisions of this section . 

( 5 ) Where a permanent account number has 
been allotted or is deemed to have been allotted 
to any person under this section , he shall — 

(a ) quote such number in all his returns to , 
or correspondence with , any Income-tax autho 
rity ; 

(b ) quote such number in all challans for 
the payment of any sum due under this Act ; 

(c ) quote such number in all documents per 
taining to such transactions as may be pres 
cribed by the Board in the interests of the 
revenue , and entered into by him ; 

( d ) intimate the Income- tax Officer any 
change in his address or in the name and nature 
of his business . 

(6 ) The Board may make rules providing 
for 

( a ) the form and the manner in which an 
application may be made for the allotment of 
a permanent account number and the parti 
culars which such application shall contain ; 

(b ) the categories of transactions in relation 
to which permanent account numbers shall be 
quoted by the persons to whom such numbers 
have been allotted , in the documents pertaining 
to such transactions . 


Explanation . --- In this section , 


(a ) " accounting year” means, 

( i) in relation to a person maintaining 
accounts, the year ending on the day on 
which such accounts are or are to be closed 
and balanced ; 

( ii ) in relation to any other person , the 
financial year ; 

(b ) " permanent account number ” means a 
number which the income-tax Officer may allot 
to any person for the purpose of indentifica 
tion . . 


39. Insertion of new section 139A . - After sec 
tion 139 of the Income-tax Act , the following sec 
tion shall be inserted , namely : - 

139A . Permanent account numbers . -- ( 1 ) 
Every person , if his total income or the total 
income of any other person in respect of which 
he is assessable under this Act during any 
accounting year exceeded the maximum amount 
which is not chargeable to income-tax and he has 
not been allotted any permanent account number , 
shall, within such time as may be prescribed , 
apply to the Income-tax Officer for the allotment 
of permanent account number . 

( 2 ) Notwithstanding anything contained in 
sub - section ( 1 ) , every person not falling under 
that sub -section , but carrying on any business 
whose total sales , turnover or gross receipt are 
or is likely to exceed fifty thousand rupees in 
any accounting year and who has not been allot 
ted any permanent account number , shall , within 
such time as may be prescribed , apply to the 
Income- tax Officer for the allotment of a perma 
nent account number . 

( 3 ) The Income tax Officer may also allot to 
any other person by whom tax is payable , a 
permanent account number . 


40. Amendment of section 140.- In section 140 
of the Income- tax Act, for clause ( c ) and ( d ) , the 
following clauses shall be substituted , namely : 

" ( c ) in the case of a company, by the manag 
ing director thereof, or where for any unavoi 
dable reason such managing director is not able 
to sign and verify the return , or where there is 
no managing director, by any director thereof ; 

( cc) in the case of a firm , by the managing 
partner thereof, or where for any unavoidable 
reason such managing partner is not able to sign 
and verify the return , or where there is no mana 
ging partner as such , by any partner thereof, not 
being a minor ; 

( d ) in the case of a local authority , by the 
principal officer thereof ;" . 


WA 
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41 . Amendment of section 140A . In 
tion 140A of the Income-tax Act , 


.. 


... 


(i ) for sub - section ( 1 ) , the following sub -sec 
tion shall be substituted , namely : - 

" ( 1 ) Where any tax is payable on the 
basis of any return required to be fur 
nished under section 139 or section 148, after 
taking into account the amount of tax , if any , 
already paid under any provision of this Act , 
the assessee shall be liable to pay such tax 
before furnishing the return and the return 
shall be accompanied by proof of payment of 
such tax ." ; 

( ii) for sub -section ( 3 ) , the following sub - sec 
tion shall be substituted , namely : --- 

" ( 3 ) If any assessee fails to pay , the tax or 
any part thereof in accordance with the provi 
sions of sub - section ( 1 ) , the Income-tax Officer 
may direct that a sum equal to two per cent. 
of such tax or part thereof, as the case may 
be, shall be recovered from him by way of 
penalty for every month during which the 
default continues : 


counts of the assessee and the interests of the 
revenue , is of the opinion that it is necessary 
so to do , he may , with the previous approval of 
the Commissioner , direct the assessee to get the 
accounts audited by an accountant , as defined 
in the Explanation below sub -section ( 2 ) of 
section 288 , nominated by the Commissioner in 
this behalf and to furnish a report of such audit 
in the prescribed form duly signed and verified 
by such accountant and setting forth such par 
ticulars as may be prescribed and such other 
particulars as the Income-tax Officer may 
require. 

( 2B ) The provisions of sub - section (2A ) shall 
have effect notwithstanding that the accounts 
of the assessee have been audited under any 
other law for the time being in force or other 
wise . 


" 


Provided that before levying any such pe 
nalty , the assessee shall be given a reasonable 
opportunity of being heard ." . 


42 . Amendment of section 141A . 

141A . - In sec 
tion 141A of the Income-tax Act , for sub - sec 
tion ( 1 ) , the following sub - section shall be substi 
tuted , namely : 

“ ( 1 ) Where a return has been furnished under 
section 139 and the assessee claims that the tax 
paid or deemed to have been paid under the provi 
sions of Chapter XVII- B , or Chapter XVII- C , 
exceeds the tax payable on the basis of the return 
and the accounts and documents accompanying it , 
the Income- tax Officer, if he is of the opinion 
that the regular assessment of the assessee is 
not likely to be made within six months from 
the date of furnishing of the return , shall make 
in a summary manner within the said six months 
a provisional assessment of the sum refundable 
to the assessee , after making such adjustments 
to the income or loss declared in the return as 
are required to be made under sub - section ( 2 ) 
with reference to such return , accounts and docu 
ments , and for the purposes of the adjustments 
referred to in clause ( iv ) of sub - section ( 2 ) , also 
with reference to the records of the assessments , 
if any , of past years ." . 


( 20 ) Every report under sub -section (2A ) 
shall be furnished by the assessee to the Income 
-tax Officer within such period as may be 
specified by the Income-tax Officer : 

Provided that the Income- tax Officer may, on 
an application made in this behalf by the as 
sessee and for any good and sufficient reason , 
extend the said period by such further period 
or periods as he thinks fit ; so , however , that 
the aggregate of the period originally fixed 
and the period or periods so extended shall not, 
in any case , exceed one hundred and eighty days 
from the date on which the direction under sub 
-section (2A ) is received by the assessee . 

( 2D ) The expenses of , and incidental to , any 
audit under sub -section ( 2A ) ( including the 
remuneration of the accountant ) shall be deter 
mined by the Commissioner (which determina 
tion shall be final) and paid by the assessee 
and in default of such payment , shall be reco 
verable from the assessee in the manner pro 
vided in Chapter XVII- D for the recovery of 
arrears of tax ." ; 

( iii ) in sub -section ( 3 ) , after the words, brackets 
and figure " under sub - section ( 2 ) " , the words , 
brackets , figure and letter " or any audit under 
sub - section ( 2A ) " shall be inserted . 


44. Amendment of section 144.— In section 144 
of the Income-tax Act , in clause (b ) , after the words , 
brackets and figures " sub - section ( 1 ) of section 142" , 
the words, brackets , figure and letter " or fails to 
comply with a direction issued under sub - section 
(2A ) of that section " shall be inserted .. 


43. Amendment of section 142. — In section 142 of 
the Income- tax Act, 

( i) in sub - section ( 1 ) , for the words , brackets 
and figures " or upon whom a notice has been 
served under sub -section ( 2 ) of section 139 " , the 
words , brackets and figures " or to whom a notice 
has been issued under sub - section ( 2 ) of section 
139 " shall be substituted ; 

( ii ) after sub -section ( 2 ) , the following sub 
-sections shall be inserted , namely : - 

" ( 2A ) If, at any stage of the proceedings 
before him , the Income- tax Officer , having re 
gard to the nature and complexity of the ac 


45. Insertion of new sections 144A and 144B . - 
After section 144 of the Income- tax Act, the follow 
ing sections shall be inserted , namely : 

" 144A . Power of Inspecting Assistant Commis 
sioner to issue directions in certain cases . - ( 1 ) 
An Inspecting Assistant Commissioner may , on 
his own motion or on a reference being made to 
him by the Income- tax Officer or on the applica 
tion of an assessee , call for and examine the re 
cord of any proceeding in which an assessment is 
pending and, if he considers that, having regard 
to the nature of the case or the amount involved 
or for any other reason , it is necessary or expe 
dient so to do , he may issue such directions as 
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he thinks fit for the guidance of the Income- tax 
Officer to enable him to complete the assessment 
and such directions shall be binding on the In 
come- tax Officer : 


Provided that no directions which are prejudi 
cial to the assessee shall be issued before an op 
portunity is given to the assessee to be heard . 


by order, fix , from time to time, such amount as 
it deems fit : 

Provided that different amounts may be fixed 
for different areas : 

Provided further that the amount fixed under 
this sub -section shall, in no case , be less than 
twenty - five thousand rupees . 

( 7 ) Nothing in this section shall apply to a 
case where an Inspecting Assistant Commissioner 
exercises the powers or performs the functions of 
an Income-tax Officer in pursuance of an order 
made under section 125 or section 125A . " . 


Explanation . — For the purposes of this sub 
-section , no direction as to the lines on which an 
investigation connected with the assessment 
should be made, shall be deemed to be a direction 
prejudicial to the assessee . 

( 2 ) The provisions of this section shall be in 
addition to , and not in derogation of, the provi 
sions contained in sub -section (3 ) of section 119 . 


144B . Reference to Inspecting Assistant Com 
missioner in certain cases . — ( 1) Notwithstanding 
anything contained in this Act, where , in an as 
sessment to be made under sub - section ( 3 ) of 
section 143, the Income- tax Officer proposes to 
make any variation in the income or loss returned 
which is prejudicial to the assessee and the amount 
of such variation exceeds the amount fixed by the 
Board under sub - section (6 ) , the Income-tax Offi 
cer shall, in the first instance, forward a draft of 
the proposed order of assessment (hereafter in 
this section referred to as the draft order ) to the 
assessee . 


46. Amendment of section 146. - Section 146 of 
the Income- tax Act shall be re-numbered as sub 
-section ( 1 ) thereof, and after that sub - section as 
so re -numbered , the following sub - section shall be 
inserted , namely : — 

" ( 2 ) Every application made under sub -sec 
tion ( 1) shall be disposed of within ninety days 
from the date of receipt thereof by the Income 
tax Officer : 

Provided that in computing the period of 
ninety days aforesaid , any delay in disposing of 
the application which is attributable to the 
assessee shall be excluded ." . 


( 2 ) On receipt of the draft order , the assessee 
may forward his objections, if any , to such varia 
tion to the Income-tax Officer within seven days 
of the receipt by him of the draft order or within 
such further period not exceeding fifteen days as 
the Income-tax Officer may allow on an applica 
tion made to him in this behalf . 


( 3 ) If no objections are received within the 
period or the extended period aforesaid , or the 
assessee intimates to the Income- tax Officer the 
acceptance of the variation , the Income-tax Officer 
shall complete the assessment on the basis of the 
draft order. 


( 4 ) If any objections are received , the Income 
-tax Officer shall forward the draft order together 
with the objections to the Inspecting Assistant 
Commissioner and the Inspecting Assistant Com 
missioner shall , after considering the draft 
order and the objections and after going through 
(wherever necessary ) the records relating to the 
draft order , issue, in respect of the matters cover 
ed by the objections, such directions as he thinks 
fit for the guidance of the Income-tax Officer to 
enable him to complete the assessment : 

Provided that no directions which are preju 
dicial to the assessee shall be issued under this 
sub -section before an opportunity is given to the 
assessee to be heard . 


47. Amendment of section 153. — In section 153 
of the Income-tax Act, for Explanation 1 , the 
following Explanation shall be substituted , na 
mely : 

" Esplanation 1. — In computing the period of 
limitation for the purposes of this section - 

(i) the time taken in re- opening the whole 
or any part of the proceeding or in giving an 
opportunity to the assessee to be re-heard 
under the proviso to section 129, or 

( ii) the period during which the assessment 
proceeding is stayed by an order or injunction 
of any court, or 

(iii) the period commencing from the date 
on which the Income-tax Officer directs the 
assesee to get 

to get his accounts audited under 
sub - section (2A ) of section 142 and ending 
with the date on which the assessee furnishes 
a report of such audit under that sub - section , or 

( iv ) the period (not exceeding one hundred 
and eighty days ) commencing from the date 
on which the Income-tax Officer forwards the 
draft order under sub -section ( 1 ) of sec 
tion 144B to the assessee and ending with the 
date on which the Income- tax Officer receives 
the directions from the Inspecting Assistant 
Commissioner under sub - section (4 ) of that 
section , or , in a case where no objections to 
the draft order are received from the assessee , 
a period of thirty days , or 

(v ) in a case where an application made 
before the Income-tax Settlement Commission 
under section 245C is rejected by it or is not 
allowed to be proceeded with by it , the period 
commencing from the date on which such 
application is made and ending with the date 
on which the order under sub - section ( 1) of 
section 245D is received by the Commissioner 

under sub - section ( 2 ) of that section , 
shall be excluded ." . 


(5 ) Every direction issued by the Inspecting 
Assistant Commissioner under sub - section (4 ) 
shall be binding on the Income- tax Officer . 

(6 ) For the purposes of sub -section ( 1) , the 
Board may , having regard to the proper and 
efficient management of the work of assessment , 
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48. Amendment of section 154.- In sub - sec 
tion ( 1 ) of section 154 of the Income-tax Act , 
clause (bb ) shall be omitted. 


partner was such benamidar and such know 
ledge or belief had not been communicated by 
such other partner to the Income- tax Officer in 
the prescribed manner." . 


52. Amendment of section 189. --- In section 189 of 
the Income-tax Act , in sub - section ( 3 ) , the following 
Explanation shall be inserted , namely : - 


49. Amendment of section 176. — In section 176 
of the Income-tax Act, after sub -section ( 3 ) , the 
following sub - section shall be inserted , namely : 

" ( 3A ) Where any business is discontinued in 
any year , any sum received after the disconti 
nuance shall be deemed to be the income of the 
recipient and charged to tax accordingly in the 
year of receipt, if such sum would have been 
included in the total income of the person who 
carried on the business had such sum been received 
before such discontinuance ." . 


- 


" Explanation . The amount of tax referred to 
in this sub- section shall also include that part of 
the share of each partner in the income of the 
firm before its discontinuance or dissolution which 
the firm could have retained under sub - section ( 4 ) 
of section 182 but which has not been so retained ." . 


- 


53. Amendment of section 221. --- In sub - section 
( 1) of section 221 of the Income- tax Act , after the 
second proviso , the following Explanation shall be 
inserted , namely : 


" Explanation . -- For the removal of doubt, it is 
hereby declared that an assessee shall not cease 
to be liable to any penalty under this sub -section 
merely by reason of the fact that before the levy 
of such penalty he has paid the tax ." . 


54. Amendment of section 222.- In sub - section 
( 1 ) of section 222 of the Income- tax Act , the follow 
ing Explanation shall be inserted at the end , na 
mely : - 


50. Amendment of section 179. -- For the existing 
sub - heading “ M -Private company in liquidation " 
before section 179 of the Income- tax Act, the sub 
heading " M - Private companies " shall be substituted 
and that section shall be re-numbered as sub -sec 
tion ( 1 ) thereof and , 

( a ) in sub - section ( 1 ) as so re -numbered , for 
the portion beginning with the word " Notwith 
standing " and ending with the words " any previous 
year " , the following shall be substituted , na 
mely : -- 

" Notwithstanding anything con 
tained in the Companies Act , 1956 , 

1 of 1956 . 
where any tax due from a private 
company in respect of any income of 
any previous year or from any other 
company in respect of any income of 
any previous year during which such 
other company was a private com 
pany " ; 

( b ) after sub -section ( 1 ) as so re -numbered , 
the following sub -section shall be inserted , na 
mely : -- 

" (2 ) Where a private company is converted 
into a public company and the tax assessed in 
respect of any income of any previous year 
during which such company was a private com 
pany cannot be recovered , then , nothing con 
tained in sub - section ( 1) shall apply to any 
person who was a director of such private com 
pany in relation to any tax due in respect of any 
income of such private company assessable for 
any assessment year commencing before the 
1st day of April, 1962." . 


“ Explanation . For the purposes of this sub 
-section , the assessee s movable or immovable pro 
perty shall include any property which has been 
transferred , directly or indirectly on or after the 
1st day of June, 1973 , by the assessee to his spouse 
or minor child or son s wife or son s minor child , 
otherwise than for adequate consideration , and 
which is held by, or stands in the name of , any 
of the persons aforesaid ; and so far as the movable 
or immovable property so transferred to his minor 
child or his son s minor child is concerned , it shall, 
even after the date of attainment of majority by 
such minor child or son s minor child , as the case 
may be, continue to be included in the assessee s 
movable or immovable property for recovering any 
arrears due from the assessee in respect of any 
period prior to such date ." . 


51. Amendment of section 185. - In section 185 
of the Income-tax Act, in sub -section ( 1 ) , for the 
Explanation , the following Explanation shall be 
substituted , namely : 


" Explanation . --- For the purposes of this sec 
tion and section 186 , a firm shall not be regarded 
as a genuine firm if any partner of the firm was , 
in relation to the whole or any part of his share 
in the income or property of the firm , at any 
time during the previous year , a benamidar --- 

(a ) of any other partner to whom the first 
mentioned partner does not stand in the rela 
tionship of a spouse or minor child , or 

( b ) of any person , not being a partner of the 
firm , and any of the other partners knew or 
had reason to believe that the first -mentioned 


55. Amendment of section 223. — In section 223 of 
the Income- tax Act , for sub - section ( 2 ) , the follow 
ing sub - section shall be substituted , namely : --- 

“ ( 2 ) Where an assessee has property within the 
jurisdiction of more than one Tax Recovery Offi 
cer and the Tax Recovery Officer to whom a certi 
ficate is sent by an Income-tax Officer 

(a ) is not able to recover the entire amount 
by the sale of the property , movable or immo 
vable, within his jurisdiction , or 

(6 ) is of the opinion that, for the purpose of 
expediting or securing the recovery of the whole 
or any part of the amount under this Chapter , 

it is necessary so to do . 
he may send the certificate or , where only a part 
of the amount is to be recovered , a copy of the 
certificate certified in the prescribed manner and 
specifying the amount to be recovered to a Tax 
Recovery Officer within whose jurisdiction the 
assessee resides or has property , and thereupon 
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that Tax Recovery Officer shall also proceed to 
recover the amount under this Chapter as if the 
certificate or the copy thereof had been the certi 
ficate sent to him by the Income- tax Officer ." . 


( 2 ) The Settlement Commission shall consist . 
of a Chairman and two other members and shall, 
function within the Department of the Central 
Government dealing with direct taxes . 

( 3 ) The Chairman and other members of the 
Settlement Commission shall be appointed by 
the Central Government from amongst persons: 
of integrity and outstanding ability , having 
special knowledge of , and experience in , problems 
relating to direct taxes and business accounts : 

Provided that , where a member of the Board 
is appointed as the Chairman or as a member of 
the Settlement Commission , he shall cease to be 
a member of the Board : 


56. Amendment of section 244. — In section 244 of 
the Income- tax Act , after sub - section ( 1 ) , the follow 
ing sub - section shall be inserted , namely : - 

“ ( 1A ) Where the whole or any part of the re 
fund referred to in sub - section ( 1 ) is due to the 
assessee, as a result of any amount having been 
paid by him after the 31st day of March , 1975 , in 
pursuance of any order of assessment or penalty 
and such amount or any part thereof having been 
found in appeal or other proceeding under this 
Act to be in excess of the amount which such 
assessee is liable to pay as tax or penalty , as the 
case may be, under this Act, the Central Govern 
ment shall pay to such assessee simple interest 
at the rate specified in sub - section ( 1 ) on the 
amount so found to be in excess from the date 
on which such amount was paid to the date on 
which the refund is granted : 

Provided that, where the amount so found to be 
in excess was paid in instalments , such interest 
shall be payable on the amount of each such ins 
talment or any part of such instalment , which 
was in excess , from the date on which such ins 
talment was paid to the date on which the refund 
is granted : 

Provided further that no interest , under this 
sub - section shall be payable for a period of one 
month from the date of the passing of the order 
in appeal or other proceeding : 

Provided also that where any interest is payable 
to an assessee under this sub -section , no interest 
under sub -section ( 1 ) shall be payable to him in 
respect of the amount so found to be in excess ." . 


Provided further that , until the members are 
appointed under this sub - section , it shall be com 
petent for the Central Government to require , 
from time to time, any two members of the Board 
to serve as members of the Settlement Commis 
sion for such period as the Central Government 
thinks fit , in addition to their duties as members: 
of the Board . 


245C . Application for settlement of cases . -- ( 1 ) 
An assessee may , at any stage of a case relating 
to him , make an application in such form and 
in such manner and containing such particulars 
as may be prescribed to the Settlement Commis 
sion to have the case settled and any such appli 
cation shall be disposed of in the manner here 
inafter provided . 

(2 ) Every application made under sub - sec 
tion ( 1 ) shall be accompanied by such fees as 
may be prescribed . 

( 3 ) An application made under sub - section ( 1 ) 
shall not be allowed to be withdrawn by the 
applicant . 

245D . Procedure on receipt of an application 
under section 245C . ---- ( 1 ) On receipt of an appli 
cation under section 245C , the Settlement Com 
mission shall call for a report from the Commis 
sioner and on the basis of the materials contained 
in such report and having regard to the nature 
and circumstances of the case or the complexity 
of the investigation involved therein , the Settle 
ment Commission may, by order , allow the appli 
cation to be proceeded with or reject the appli 
cation : 


57. Insertion of new Chapter XIXA . - After Chap 
ter XIX of the Income-tax Act , the following Chapter 
shall be inserted , namely : — 


‘CHAPTER XIXA 


Settlement of Cases 


245A . Definitions. — In this Chapter , unless the 
context otherwise requires , — 

(a ) " case" means any proceeding 
under the Indian Income-tax Act , 1922 , 11 of 1922 . 
or under this Act for or in connection 
with the assessment or re -assessment 
of any person in respect of any year 
or years which may be pending before 
an Income- tax authority on the date 
on which an application under sub -sec 
tion ( 1 ) of section 245C is made ; 

( 6 ) " Income-tax authority " means a Director of 
Inspection , a Commissioner, an Appellate Assis 
tant Commissioner , an Inspecting Assistant Com 
missioner or an Income- tax Officer. 


Provided that an application shall not be 
rejected under this sub - section unless an oppor 
tunity has been given to the applicant of being 
heard : 
Provided further that an applica 

shall not be proceeded with 
under this sub - section if the Commis 
sioner objects to the application 
being proceeded with on the ground 
that concealment of particulars of 
income on the part of the applicant 
or prepetration of fraud by him for 
evading any tax or other sum char 
geable or imposable under the Indian 
Income-tax Act, 1922 , or under this 11 of 1922 . 
Act, has been established or is likely 
to be established by any. Income-tax 
authority , in relation to the case . 


245B . Income - tax Settlement Commission . --- ( 1 ) 
The Central Government shall constitute a com 
mission to be called the Income- tax Settlement 
Commission (hereafter in this Chapter referred 
to as " the Settlement Commission " ) for the 
settlement of case under this Chapter . 
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case pending before it, it is necessary 
or expedient to reopen any proceeding 
connected with the case but which has 
been completed under the Indian In 
come- tax Act, 1922 , or under this 11 of 1922 . 
Act by any Income-tax authority 
before the application under section 
245C was made, it may, with the con 
currence of the applicant, reopen such 
proceeding and pass such order 
thereon as it thinks fit, as if the case 
in relation to which the application 
for settlement had been made by the 
applicant under that section covered 
such proceeding also : 

Provided that no proceeding shall be reopened 
by the Settlement Commission under this section 
after the expiry of a period of eight years from 
the end of the assessment year to which such 
proceeding relates . 


245F , Powers and procedure of Settlement 
Commission . ( 1 ) In addition to the powers 
conferred on the Settlement Commission under 
this Chapter , it shall have all the powers which 
are vested in an Income-tax authority under this 
Act . 


( 2 ) A copy of every order under sub - sec 
tion ( 1) shall be sent to the applicant and to 
the Commissioner . 

( 3 ) Where an application is allowed to be 
proceeded with under sub - section ( 1 ) , the Settle 
ment Commission may call for the relevant 
records from the Commissioner and after exa 
mination of such records , if the Settlement 
Commission is of the opinion that any further 
enquiry or investigation in the matter is neces 
sary , it may direct the Commissioner to make 
or cause to be made such further enquiry or 
investigation and furnish a report on the 
matters covered by the application and any 
other matter relating to the case . 

(4 ) After examination of the records and the 
report of the Commissioner, ` received under 
sub -section ( 1 ) , and the report, if any , of the 
Commissioner received under sub - section ( 3 ) , 
and after giving an opportunity to the applicant 
and to the Commissioner to be heard , either in 
person or through a representative duly autho 
rised in this behalf, and after examining such 
further evidence as may be placed before it or 
obtained by it , the Settlement Commission may , 
in accordance with the provisions of this Act , 
pass such order as it thinks fit on the matters 
covered by the application and any other matter 
relating to the case not covered by the appli 
cation , but referred to in the report of the Com 
missioner under sub - section ( 1 ) 

( 1 ) or 

sub - sec 
tion ( 3 ) 

(5 ) The materials brought on record before 
the Settlement Commission shall be considered 
by all the members thereof before passing any 
order under sub -section ( 4 ) and , in the case of 
a difference of opinion among the members , the 
opinion of the majority shall prevail and such 
order shall be expressed in terms of the views 
of the majority . 

(6 ) Every order passed under sub - section ( 4 ) 
shall provide for the terms of settlement includ 
ing any demand by way of tax , penalty or inte 
rest, the manner in which any sum due under 
the settlement shall be paid and all other mat 
ters to make the settlement effective and shall 
also provide that the settlement shall be void if 
it is subsequently found by the Settlement Com 
mission that it has been obtained by fraud or 
misrepresentation of facts . 

( 7 ) Where a settlement becomes void as pro 
vided under sub - section (6 ) , the proceedings 
with respect to the matters covered by the 
settlement shall be deemed to have been revived 
from the stage at which the application was 
allowed to be proceeded with by the Settlement 
Commission and the Income-tax authority con 
cerned , may, notwithstanding anything contained 
in any other provision of this Act, complete such 
proceedings at any time before the expiry of two 
years from the end of the financial year in which 
the settlement became void . 


( 2 ) Where an application made under section 
245C has been allowed to be proceeded with 
under section 245D , the Settlement Commission 
shall, until an order is passed under sub - section 
(4 ) of section 245D , have , subject to the provi 
sions of sub -section ( 3 ) of that section , exclusive 
jurisdiction to exercise the powers and perform 
the functions of an Income-tax authority under 
this Act in relation to the case . 


( 3 ) Notwithstanding anything contained in 
sub -section ( 2 ) and in the absence of any express 
direction to the contrary by the Settlement Com 
mission , nothing contained in this section shall 
affect the operation of any other provision of 
this Act requiring the applicant to pay tax on 
the basis of self - assessment or by way of advan 
ce tax in relation to the matters before the Settle 
ment Commission . 

(4 ) For the removal of doubt, it is hereby 
declared that , in the absence of any express 
direction by the Settlement Commission to the 
contrary , nothing in this Chapter shall affect 
the operation to the provisions of this Act in so 
far as they relate to any matters other than 
those before the Settlement Commission . 

(5 ) The Settlement Commission shall, subject 
to the provisions of this Chapter , have power to 
regulate its own procedure ( including the fixa 
tion of places and times of its meetings ) and 
may act notwithstanding that all the members 
of the Settlement Commission are not present 
at any of its meetings . 

245G . Inspection etc., of reports. -No person 
shall be entitled to inspect , or obtain copies of , 
any reports made by any Income tax authority 
to the Settlement Commission ; but the Settle 
ment Commission may, in its discretion , furnish 
copies thereof to any such person on an appli 
cation made to it in this behalf and on payment 
of the prescribed fee : 


. 


245E . Power of Settlement Commis 
sion to reopen completed proceedings . 

If the Settlement Commission is of 
the opinion (the reasons for such opi 
nion to be recorded by it in writing ) 
that, for the proper disposal of the 
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Provided that, for the purpose of enabling any 
person whose case is under consideration to 
rebut any evidence brought on record against 
him in any such report, the Settlement Commis 
sion shall, on an application made in this behalf , 
and on payment of the prescribed fee by such 
person , furnish him with a certified copy of any 
such report or part thereof relevant for the pur 
pose . 


1.245K . Bar on subsequent application for settle 
ment in certain cases. Where , 

(i ) an order of settlement passed under 
sub -section (4 ) of section 245D provides for 
the imposition of a penalty on the person who 
made the application under section 245C for 
settlement, on the ground of concealment of 
particulars of his income; or 

( ii ) after the passing of an order of settle 
ment under the said sub - section (4 ) in relation 
to a case, such person is convicted of any 
offence under Chapter XXII in relation to that 

case , 
then , he shall not be entitled to apply for settle 
ment under section 245C in relation to any other 
matter. 


245H . Power of Settlement Com . 
mission to grant immunity from pro 
secution and penalty . ( 1 ) The 
Settlement Commission may , if it is 
satisfied that any person who made 
the application for settlement under 
section 245C has co - operated with the 
Settlement Commission in the procee 
dings before it and has made a full 
and true disclosure of his income and 
the manner in which such income has 
been derived , grant to such person , 
subject to such conditions as it may 
think fit to impose, immunity from 
prosecution for any offence under 
this Act or under the Indian Penal 
Code or under any other Central Act 45 of 1860 . 
for the time being in force and also 
from the imposition of any penalty 
under this Act, with respect to the 
case covered by the settlement . 


(2 ) An immunity granted to a person under 
sub -section ( 1) may, at any time, be withdrawn 
by the Settlement Commission , if it is satisfied 
that such person has not complied with the 
conditions subject to which the immunity was 
granted or that such person had , in the course 
of the settlement proceedings , concealed any 
particulars material to the settlement or had 
given false evidence , and thereupon such person 
may be tried for the offence with respect to 
which the immunity was granted or for any 
other offence of which he appears to have been 
guilty in connection with the settlement and shall 
also become liable to the imposition of any 
penalty under this Act to which such person 
would have been liable , had not such immunity 
been granted . 


245L . Proceedings before Settle 
ment Commission to be judicial pro 
ceedings . Any proceeding under 
this Chapter before the Settlement 
Commission shall be deemed to be a 
judicial proceeding within the mea 
ning of sections 193 and 228 , and for 
the purposes of section 196 , of the 
Indian Penal Code . 

45 of 1860 . 
245M . Certain persons who have filed appeals to 
the Appellate Tribunal entitled to make applica 
tions to the Settlement Commission . ( 1 ) Not 
withstanding anything contained in this Chapter , 
any assessee who has filed an appeal to the 
Appellate Tribunal under this Act which is pending 
before it shall , on withdrawing such appeal from 
the Appellate Tribunal, be entitled to make an 
application to the Settlement Commission to haje 
his case settled under this Chapter : 

Provided that no such assessee shall be entitled 
to make an application in a.case where the Income 
-tax Officer has preferred an appeal under sub 
-section ( 2 ) of section 253 against the order to 
which the assessee s appeal relates . 

( 2 ) Any assessee referred to in sub -section ( 1 ) 
may make an application to the Appellate Tribunal 
for permission to withdraw the appeal, 

( 3 ) On receipt of an application under sub -sec 
tion ( 2 ) , the Appellate Tribunal shall grant per 
mission to withdraw the appeal. 

(4 ) Upon the withdrawal of the appeal, the 
proceeding in appeal immediately before such 
withdrawal shall , for the purposes of this chapter , 
be deemed to be a proceeding pending before an 
Income- tax authority . 

(5 ) An application to the Settlement Commis 
sion under this section shall be made with a period 
of thirty days from the date on which the order 
of the Appellate Tribunal permitting the with 
drawal of the appeal is communicated to the 
assessee . 

(6 ) An application made to the Settlement 
Commission under this section shall be deemed 
to be an application made under sub -section ( 1 ) 
of section 245C . and the provisions of this Chapter 
[ except sub - section ( 7 ) of section 245D ) shall 
apply accordingly . 

( 7) Where an application made to the Settle 
ment Commission under this section is not enter 


2451. Order of settlement to be conclusive. - 
Every order of settlement passed under sub 
-section ( 4 ) of section 245D shall be conclusive 
as to the matters stated therein and no matter 
covered by such order shall, save as otherwise 
provided in this Chapter , be reopened in any 
proceeding under this Act or under any other 
law for the timebeing in force . 


245J. Recovery of sums due under order of 
settlement . — Any sum specified in an order of 
settlement passed under sub - section ( 4 ) of sec 
tion 245D may, subject to such conditions, if any, 
as may be specified therein , be recovered , and 
any penalty for default in making payment of 
such sum may be imposed and recovered in 
accordance with the provisions of Chapter XVII, 
by the Income-tax Officer having jurisdiction 
over the person who made the application for 
settlement under section 245C . 
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tained by the Settlement Commission , then , the 
assessee shall not be deemed to have withdrawn 
the appeal from the Appellate Tribunal and the 
provisions contained in section 253 , section 254 
and section 255 shall , so far as may be, apply 
accordingly . . 


) 


58. Amendment of section 246. — In section 246 
of the Income -tax Act, in clause (0 ) , 

( i) after sub - clause ( iii ) , the following sub 
-clause shall inserted , namely : - 

" (iiia ) section 271A , or ” ; 
( ii ) after sub -clause (iv ) , the following sub 
-clause shall be inserted , namely : - 

" ( iva ) section 272B , or 


as 


59. Amendment of section 249. -- In section 249 
of the Income- tax Act , 


(i ) in sub -section ( 2 ) , for clause ( 6 ) , the follow 
ing clause shall be substituted , namely : 

“ (5 ) where the appeal relates to any assess 
ment or penalty , the date of service of the notice 
of demand relating to the assessment or penalty : 


61. Amendment of section 271. - In section 271 
of the Income-tax Act, 

( i) in sub - section ( 1 ) , - 

( a ) in clause (6 ) , after the words , brackets 
and figures " sub - section ( 2 ) of section 143 " , 
the words, brackets , figures and letter " or fails 
to comply with a direction issued under sub 
-section (2A ) of section 142" shall be inserted ; 

(6 ) for clause ( i) (excluding the Explana 
nation thereto ), the following clause shall be 
substituted , namely : 

" (i ) in the cases referred to in clause 
( a ) . -- 

( a ) in the case of a person referred to 
in sub -section (4A ) of section 139, where 
the total income in respect of which he is 
assessable 

a representative assessee 
does not exceed the maximum amount 
which is not chargeable to income- tax , a 
sum not exceeding one per cent. of the 
total income computed under this Act 
without giving effect to the provisions of 
sections 11 and 12 , for each year or part 
thereof during which the default con 
tinued ; 

(b ) in any other case , in addition to the 
amount of the tax , if any, payable by him , 

sum equal to two per cent. of the 
assessed tax for every month during 
which the default continued ; " ; 
( c ) for clause (iii ) and the Explanation , the 
following clause and Explanations shall be 
substituted , namely : -- 

(ii) in the cases referred to in clause ( c ) , 
in addition to any tax payable by him , a 
sum which shall not be less than , but which 
shall not exceed twice , the amount of tax 
sought to be evaded by reason of the con 
cealment of particulars of his income or the 
furnishing of inaccurate particulars of such 
income: 


a 


Provided that , where an application has been 
made under section 146 for reopening an assess 
ment, the period from the date on which the 
application is made to the date on which the 
order passed on the application is served on the 
assessee shall be excluded , or ") ; 

( ii ) after sub - section ( 3 ) , the following sub - sec 
tion shall be inserted , namely : — 


“ ( 4 ) No appeal under this Chapter shall be 
admitted unless at the time of filing of the 
appeal,---- 

( a ) where a return has been filed by the 
assessee , the assessee has paid the tax due on 
the income returned by him ; or 

( b ) where a return has been filed by 
the assessee , the assessee has paid an amount 
equal to the amount of advance tax which 
was payable by him ; 

Provided that, on an application made by the 
appellant in this behalf, the Appellate Assistant 
Commissioner may, for any good and sufficient 
reason to be recorded in writing, exempt him 
from the operation of the provisions of this 
sub -section ." 


Provided that, if in a case falling under 
clause (c ) the amount of income (as deter 
mined by the Income-tax Officer on assess 
ment ) in respect of which the particulars 
have been concealed or inaccurate particu 
lars have been furnished exceeds a sum of 
twenty - five thousand rupees, the Income- tax 
Officer shall not issue any direction for pay 
ment by way of penalty without the previous 
approval of the Inspecting Assistant Com 
missioner . 


60. Amendment of section 253. — In section 253 
of the Income- tax Act , in sub -section ( 1 ) - 

( i) in clause (a ) , for the words and figures " or 
section 271" , the words , figures and letters , " sec 
tion 271, section 271A or section 272A " shall be 
substituted ; 

(ii ) in clause (b ) , for the words, brackets and 
figures " sub - section ( 2 ) of section 274 " , the word , 
figures and letter " section 272A " shall be substi 
tuted ; 

( iii) in clause (c ) , after the words and figures 
“ under section 263” , where they occur for the first 
time, the words, figures and letter " or under sec 
tion 272A " shall be inserted . 


Explanation 1. — Where in respect of any 
facts material to the computation of the 
total income of any person under this Act, 

( A ) such person fails to offer an expla 
nation or offers an explanation which is 
found by the Income- tax Officer or the 
Appellate Assistant Commissioner to be 
false , or 

( B ) such person offers an explanation 
which he is not able to substantiate , 
then , the amount added or disallowed in 
computing the total income of such person 


TRADOX 

POSLE 


280 


SERIES I No. 22 


as a result thereof shall, for the purposes of 
clause ( c ) of this sub - section , be deemed to 
represent the income in respect of which 
particulars have been concealed : 

Provided that nothing contained in this 
Explanation shall apply to a case referred 
to in clause ( B ) in respect of any amount 
added or disallowed as a result of the rejec 
tion of any explanation offered by such 
person , if such explanation is bona fide and 
all the facts relating to the same and mate 
rial to the computation of his total income 
have been disclosed by him . 


notice has been issued to him 
under sub - section ( 2 ) of section 
139 or section 148 and the Inco 
me- tax Officer or the Appellate 
Assistant Commissioner is satis 
fied that in 

respect of such 
assessment year such person has 
taxable income, then , such person 
shall , for the purposes of clause 
( c ) of this sub - section , be deemed 
to have concealed the particulars 
of his income in respect of such 
assessment 

year, 

notwithstan 
ding that such person furnishes a 
return of his income at any time 
after the expiry of the period 
aforesaid in pursuance of a notice 
under section 148 . 


Explanation 2.- Where the 

Where the source of 
any receipt, deposit , outgoing or investment 
in any assessment year is claimed by any 
person to be an amount which had been 
added in computing the income or deducted 
in computing the loss in the assessment of 
such person for any earlier assessment year 
or years but in respect of which no penalty 
under clause ( iii ) of this sub - section had 
been levied , that part of the amount so 
added or deducted in such earlier assessment 
year immediately preceding the year in 
which the receipt, deposit , outgoing 
investment appears ( such earlier assessment 
year hereafter in this Explanation referred 
to as the first preceding year ) which is 
sufficient to cover the amount represented 
by such receipt, deposit or outgoing or value 
of such investment ( such amount or value 
hereafter in this Explanation referred to as 
the utilised amount) shall be treated as the 
income of the assessee, particulars of which 
had been concealed or inaccurate particulars 
of which had been furnished for the first 
preceding year ; and where the amount so 
added or deducted in the first preceding 
year is not sufficient to cover the utilised 
amount , that part of the amount so added 
or deducted in the year immediately prece 
ding the first preceding year which is suffi 
cient to cover such part of the utilised 
amount as is not so covered shall be treated 
to be the income of the assessee , particulars 
of which had been concealed or inaccurate 
particulars of which had been furnished for 
the year immediately preceding the first 
preceding year and so on , until the entire 
utilised amount is covered by the amounts 
so added or deducted in such earlier assess 
ment years . 


Explanation 4. — For the purposes of clause 
( iii ) of this sub -section , the expression " the 
amount of tax sought to be evaded " , 

( a ) in any case where the amount of in 
come in respect of which particulars have 
been concealed or inaccurate particulars 
have been furnished exceeds the total in 
come assessed , means the tax that would . 
have been chargeable on the income in 
respect of which particulars have been 
concealed or inaccurate particulars have 
been furnished had such income been the 
total income; 

(b ) in any case to which Explanation 3 
applies , means the tax on the total income 
assessed ; 

( c ) in any other case , means the diffe 
rence between the tax on the total income 
assessed and the tax that would have been 
chargeable had such total income been re 
duced by the amount of income in respect 
of which particulars have been concealed 
or inaccurate particulars have been fur 

nished . ; 
( ii ) after sub -section ( 1 ) , the following sub 
-section shall be inserted , namely : — 

" ( 1A ) Where any penalty is impossable by 
virtue of Explanation 2 to sub -section ( 1) , pro 
ceedings for the imposition of such penalty may 
be initiated notwithstanding that any proceed 
ings under this Act in the course of which such 
penalty proceedings could have been initiated 
under sub -section ( 1) have been completed ." ; 

( iii ) in sub - section ( 3 ) , after clause ( c ) , the 
following clause and proviso shall be inserted , 
namely : 

" ( d ) the penalty imposed under clause (i) of 
sub - section ( 1 ) and the penalty imposed under 
clause (iii) of that sub - section , read with Ex 
planation 3 thereto , shall not exceed in the 
aggregate twice the amount of the tax sought. 
to be evaded : 


Explanation 3. 

Where any 
person who has not previously 
been assessed under the Indian 11 of 1922 . 
Income- tax Act , 1922 , or under 
this Act , fails , without reasona 
ble cause, to furnish within the 
period specified in sub - clause 
( iii) of clause ( a ) of sub - section 
( 1 ) of section 153 a return of his 
income which he is required to 
furnish under section 139 in res 
pect of any assessment year com 
mencing on or after the 1st day 
of April, 1974 , and , until the 
expiry of the period aforesaid , no 


Provided that nothing contained in clause ( a ) 
or clause (6 ) shall apply to a case referred to 
in sub - clause ( a ) of clause (i ) of sub - section 
( 1) ." ; 

( iv ) sub -sections . (4A ) and (4B ) shall be 
omitted . 
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62. Insertion of new section 271A . - After section 
271 of the Income-tax Act, the following section 
shall be inserted , namely : 


Assistant Commissioner , by the Commissioner 
or , as the case may be, the Appellate Assistant 
Commissioner ; and 

(6 ) in any other case , by the Inspecting 
Assistant Commissioner . 


( 4 ) No order under this section shall be passed 
by any officer referred to in sub - section ( 3 ) 
unless the person on whom the penalty is pro 
posed to be imposed is given an opportunity of 
being heard in the matter by such officer . 


“ 271A . Failure to keep , maintain or retain books 
of account, documents, etc. Without prejudice 
to the provisions of section 271, if any person , 
without reasonable cause , fails to keep and main 
tain any such books of account and other docu 
ments as required by section 44AA or the rules 
made thereunder , in respect of any previous year 
or to retain such books of account and other docu 
ments for the period specified in the said rules , 
the Income- tax Officer or the Appellate Assistant 
Commissioner may direct that such person shall 
pay, by way of penalty , a sum which shall not be 
less than ten per cent but which shall not exceed 
fifty per cent. of the amount of the tax , if any , 
which would have been avoided if the income 
returned by such person had been accepted as the 
correct income." . 


272B . Penalty for failure to comply with the 
provisions of section 139A . -- ( 1 ) If a person , 
without reasonable cause , fails to comply with 
the provisions of section 139A , he shall , on an 
order passed by the Income-tax Officer , pay , by 
way of penalty , a sum which may extend to five 
hundred rupees . 

( 2 ) No order under sub -section ( 1 ) shall be 
passed unless the person on whom the penalty 
is proposed to be imposed is given an opportunity 
of being heard in the matter." . 


... 


64. Insertion of new section 273A . - After sec 
tion 273 of the Income- tax Act , the following sec 
tion shall be inserted , namely : - 


VAR 


63. Insertion of new sections 272A and 272B . - 
After section 272 of the Income-tax Act, the follow 
ing sections shall be inserted , namely : -- 

“ 272A . Penalty for failure to answer questions , 
sign statements, allow inspections, etc. — ( 1 ) If 
a person , 

( a ) being legally bound to state the truth of 
any matter touching the subject of his assess 
ment , refuses to answer any question demanded 
of him by an Income- tax Officer or an Appellate 
Assistant Commissioner or an Inspecting As 
sistant Commissioner or a Commissioner in the 
exercise of his powers under this Act ; or 

(6 ) refuses to sign any statement made by 
him in the course of any proceeding under this 
Act which an Income-tax Officer or an Appellate 
Assistant Commissioner or an Inspecting As 
sistant Commissioner or a Commissioner may 
legally require him to sign , 

he shall pay, by way of penalty , a sum which 
may extend to one thousand rupees. 

( 2 ) If a person , without reasonable cause or 
excuse , fails , 

(a ) to furnish in due time any of the returns 
or statements mentioned in section 133 , section 
206 , section 285 , section 285B or section 286 ; or . 

(b ) to allow inspection of any register refer 
red to in section 134 or of any entry in such 
register or to allow copies of such register or 
of any entry therein to be taken ; or 

(c ) to furnish a certificate as required by 
section 203 ; or 

( d ) to deduct and pay tax as required by sub 
-section ( 2 ) of section 226 , 

he shall pay , by way of penalty , a sum which 
may extend to ten rupees for every day during 
which the failure continues. 

( 3 ) Any penalty imposable under sub - section ( 1 ) 
or sub - section ( 2 ) shall be imposed , 

( a ) in a case where the contravention , failure 
or default in respect of which such penalty is 
imposable occurs in the course of any proceed 
ing before the Commissioner or the Appellate 


: 273A . Power to reduce or waive penalty , etc., 
in certain cases. 

cases . - ( 1 ) Notwithstanding any 
thing contained in this Act, the Commissioner 
may, in his discretion , whether on his own motion 
or otherwise , - 

( ) reduce or waive the amount of penalty 
imposed or imposable on a person under clause 
( i) of sub - section ( 1 ) of section 271 for failure , 
without reasonable cause , to furnish the return 
of total income which he was required to fur 
nish under sub - section ( 1 ) of section 139 ; or 

( ii) reduce or waive the amount of penalty 
imposed or imposable on a person under clause 
( iii ) of sub - section ( 1) of section 271 ; or 

( iii ) reduce or waive the amount of interest 
paid or payable under sub - section (8 ) of sec 
tion 139 or section 215 or section 217 or the 
penalty imposed or imposable under section 

273 , 
if he is satisfied that such person 

( a ) in the case referred to in clause ( i) , has , 
prior to the issue of a notice to him under sub 
-section ( 2 ) of section 139, voluntarily and in 
good faith made full and true disclosure of his 
income ; 

( b ) in the case referred to in clause (ii) , has , 
prior to the detection by the Income-tax Officer , 
of the concealment of particulars of income or 
of the inaccuracy of particulars furnished in 
respect of such income, voluntarily and in good 
faith , made full and true disclosure of such 
particulars ; 

( c ) in the cases referred to in clause ( ini ) , 
has , prior to the issue of a notice to him under 
sub - section ( 2 ) of section 139, or where no 
such notice has been issued and the period 
for the issue of such notice has expired , prior 
to the issue of notice to him under section 148 . 
voluntarily and in good faith made full and 


. 
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65. Amendment of section 274 . In section 274 of 
the Income-tax Act, sub -section ( 2 ) shall be omitted . 


true disclosure of his income and has paid the 

tax on the income so disclosed , 
and also has, in all the cases referred to in 
clauses ( a ), (b ) and (c ), co -operated in any enquiry 
relating to the assessment of his income and has 
either paid or made satisfactory arrangements for 
the payment of any tax or interest payable in 
consequence of an order passed under this Act in 
respect of the relevant assessment year . 


Explanation . For the purposes of this sub 
-section , a person shall be deemed to have made 
full and true disclosure of his income or of the 
particulars relating thereto in any case where 
the excess of income assessed over the income 
returned is of such a nature as not to attract the 
provisions of clause ( c ) of sub -section ( 1 ) of sec 
tion 271. - 


66. Amendment of section 275. — In section 275 
of the Income- tax Act, for the Explanation , the fol 
lowing Explanation shall be substituted , namely : 

" Esplanation . In computing the period of 
limitation for the purposes of this section , 

(i ) the time taken in giving an opportunity to 
the assessee to be re -heard under the proviso to 
section 129 ; 

(ii ) any period during which the immunity 
granted under section 245H remained in force ; 
and 

(iii ) any period during which a proceeding 
under this Chapter for the levy of penalty is 

stayed by an order or injunction of any court, 
shall be excluded ." . 


67. Omission of section 276. - Section 276 of the 
Income-tax Act shall be omitted . 


68. Substitution of new sections for sections 276B 
and 2760.- For sections 276B and 276C of the In 
come-tax Act , the following sections shall be subs 
tituted , namely : - 


- If a per 


( 2 ) Notwithstanding anything contained in sub 
-section ( 1 ) , - 

( a ) if in a case the penalty imposed or impo 
sable under clause (1 ) of sub - section ( 1 ) of 
section 271 or the minimum penalty imposable 
under 273 for the relevant assessment year , or , 
where such disclosure relates to more than one 
assessment year, the aggregate of the penalty 
imposed or imposable under the said clause or 
of the minimum penalty imposable under the 
said section for those years , exceeds a sum of 
fifty thousand rupees , or 

(b ) if in a case falling under clause (c ) of 
sub - section ( 1 ) of section 271 , the amount of 
income in respect of which the penalty is im 
posed or imposable for the relevant assessment 
year , or , where such disclosure relates to more 
than one assessment year, the aggregate amount 
of such income for those years , exceeds a sum 

of five hundred thousand rupees, 
no order reducing or waiving the penalty under 
sub - section ( 1 ) shall be made by the Commissioner 
except with the previous approval of the Board . 

( 3 ) Where an order has been made under sub 
-section ( 1) in favour of any person , whether such 
order relates to one or more assessment years , he 
shall not be entitled to any relief under this section 
in relation to any other assessment year at any 
time after the making of such order . 

(4 ) Without prejudice to the powers conferred 
on him by any other provision of this Act, the 
Commissioner may, on an application made in 
this behalf by an assessee , and after recording his 
reasons for so doing, reduce or waive the amount 
of any penalty payable by the assessee under this 
Act or stay or compound any proceeding for the 
recovery of any such amount, if he is satisfied 
that 

(i ) to do otherwise would cause genuine hard 
ship to the assessee, having regard to the cir 
cumstances of the case ; and 

(ii ) the assessee has co -operated in any en 
quiry relating to the assessment or any proceed 
ing for the recovery of any amount due from 
him . 

( 5 ) Every order made under this section shall 
be final and shall not be called into question by 
any court or any other authority .” . 


“ 276B . Failure to deduct or pay tax . 
son , without reasonable cause or excuse , fails to 
deduct or after deducting , fails to pay the tax as 
required by or under the provisions of sub - sec 
tion ( 9 ) of section 80E or Chapter XVII - B , he 
shall be punishable , - 

(i ) in a case where the amount of tax which 
he has failed to deduct or pay exceeds one 
hundred thousand rupees , with rigorous impri 
sonment for a term which shall not be less than 
six months but which may extend to seven years 
and with fine ; 

( ii) in any other case, with rigorous impri 
sonment for a term which shall not be less than 
three months but which may extend to three 
years and with fine. 


276C . Wilful attempt to evade tax , etc. -- ( 1 ) 
If a person wilfully attempts in any manner what 
soever to evade any tax , penalty or interest char 
geable or imposable under this Act, he shaii, with 
out prejudice to any penalty that may be imposa 
ble on him under any other provision of this Act, 
be punishable , -- 

( i) in a case where the amount sought to be 
evaded exceeds one hundred thousand rupees , 
with rigorous imprisonment for a term which 
shall not be less than six months but which may 
extend to seven years and with fine ; 

( ii) in any other case, with rigorous imprison 
ment for a term which shall not be less than 
three months but which may extend to three 
years and with fine. 

(2 ) If a person wilfully attempts in any manner 
whatsoever to evade the payment of any tax, 
penalty or interest under this Act , he shall, with 
out prejudice to any penalty that may be impo 
sable on him under any other provision of this 
Act, be punishable with rigorous imprisonment 
for a term which shall not be less than three 
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months but which may extend to three years and 
shall, in the discretion of the court, also be liable 
to fine . 


-tax Act , the following sections shall be substituted , 
namely : — 


Explanation . --- For the purposes of this section , 
a wilful attempt to evade any tax , penalty or in 
terest chargeable or imposable under this Act or 
the payment thereof shall include a case where 
any person 

( i) has in his possession or control any books 
of account or other documents ( being books of 
account or other documents relevant to any 
proceeding under this Act ) containing a false 
entry or statement ; or 

(ii) makes or causes to be made any false 
entry or statement in such books of account or 
other documents ; or 

( iii ) wilfully omits or causes to be omitted 
any relevant entry or statement in such books 
of account or other documents ; or 

(iv ) causes any other circumstance to exist 
which will have the effect of enabling such 
person to evade any tax , penalty or interest 
chargeable or imposable under this Act or the 
payment thereof. 


276CC . Failure to furnish returns of income. -- 
If a person wilfully fails to furnish in due time 
the return of income which he is required to 
furnish under sub -section ( 1 ) of section 139 or 
by notice given under sub -section ( 2 ) of section 
139 or section 148, he shall be punishable , 

( i ) in a case where the amount of tax , which 
would have been evaded if the failure had not 
been discovered , exceeds one hundred thousand 
rupees , with rigorous imprisonment for a term 
which shall not be less than six months but 
which may extend to seven years and with fine ; 

( ii ) in any other case , with imprisonment for 
a térm which shall not be less than three months 
but which may extend to three years and with 
fine : 


277. False statement in verification , etc. - If a 
person makes a statement in any verification 
under this Act or under any rule made thereunder , 
or delivers an account or statement which is false , 
and which he either knows or believes to be false , 
or does not believe to be true , he shall be punish 
able , 

( i ) in a case where the amount of tax , which 
would have been evaded if the statement or 
account had been accepted as true, exceeds one 
hundred thousand rupees , with rigorous impri 
sonment for a term which shall not be less than 
six months but which may extend to seven 
years and with fine ; 

( ii) in any other case, with rigorous impri 
sonment for a term which shall not be less than 
three months but which may extend to three 
years and with fine. 

278. Abetment of false return , etc. - If a person 
abets or induces in any manner another person to 
make and deliver an account or a statement or 
declaration relating to any income chargeable to 
tax which is false and which he either knows 
to be false or does not believe to be true or 
to commit an offence under sub - section ( 1 ) of 
section 276C , he shall be punishable , — 

( i) in a case where the amount of tax , penalty 
or interest which would have been evaded , if 
the declaration , account or statement had been 
accepted as true , or which is wilfully attempted 
to be evaded , exceeds one hundred thousand 
rupees , with rigorous imprisonment for a term 
which shall not be less than six months but 
which may extend to seven years and with fine; 

( ii) in any other case , with rigorous impri 
sonment for a term which shall not be less than 
three months but which may extend to three 
years and with fine. 

278A . Punishment for second and subsequent 
offences. - If any person convicted of an offence 
under section 276B or sub -section ( 1 ) of section 
276C or section 276CC or section 277 or section 
278 is again convicted of an offence under any 
of the aforesaid provisions, he shall be punishable 
for the second and for every subsequent offence 
with rigorous imprisonment for a term which shall 
not be less than six months but which may extend 
to seven years and with fine , 

278B . Offences by companies . --- ( 1 ) Where an 
offence under this Act has been committed by a 
company, every person who, at the time the of 
fence was committed , was in charge of , and was 
responsible to , the company for the conduct of the 
business of the company as well as the company 
shall be deemed to be guilty of the offence and 
shall be liable to be proceeded against and 
punished accordingly : 

Provided that nothing contained in this sub -sec 
tion shall render any such person liable to any 
punishment if he proves that the offence was 
committed without his knowledge or that he had 
exercised all due diligence to prevent the com 
mission of such offence . 


more 


Provided that a person shall not be proceeded 
against under this section for failure to furnish 
in due time the return of income under sub - sec 
tion ( 1 ) of section 139 — 

(i) for any assessment year commencing 
prior to the 1st day of April, 1975 ; or 

(ii) for any assessment year commencing 
on or after the 1st day of April, 1975 , if — 

( a ) the return is furnished by him before 
the expiry of the assessment year ; or 

(b ) the tax payable by him on the total 
income determined on regular assessment, 
as reduced by the advance tax , if any , paid , 
and any tax deducted at source , does not 
exceed three thousand rupees ." . 


69. Amendment of section 276D . — In section 276D 
of the Income-tax Act , after the words " such ac 
counts and documents as are referred to in the 
notice " , the words , brackets , figure and letter " or 
wilfully fails to comply with a direction issued to 
him under sub - section (2A ) of that section ” shall 
be inserted . 


- 70. Substitution of new sections for sections 277 
and 278. --- For sections 277 and 278 of the Income 
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( 2 ) Notwithstanding anything contained in 
sub - section ( 1 ) , where an offence under this Act 
has been committed by a company and it is 
proved that the offence has been committed with 
the consent or connivance of, or is attributable 
to any neglect on the part of, any director, mana 
ger, secretary or other officer of the company, 
such director , manager , secretary or other officer 
shall also be deemed to be guilty of that offence 
and shall be liable to be proceeded against and 
punished accordingly . 


( 1 ) of section 132A are delivered to the requisi 
tioning officer under sub - section ( 2 ) of that sec 
tion and such assets , books of account or other 
documents are tendered by the prosecution in 
evidence against such person or against such 
person referred to in section 278 for an offence 
under this Act, the provisions of sub - section (4A ) 
of section 132 shall , so far as may be, apply in 
relation to such assets or books of account or 
other documents . . 


Explanation . For the purposes of this sec 
tion 

(a ) " company” means a body corporate, and 
includes 

( i) a firm ; and 

( ii) an association of persons or a body of 
individuals whether incorporated or not ; and 
( b ) " director " , in relation to 

( i) a firm , means a partner in the firm ; 

( ii) any association of persons or a body 
of individuals, means any member controlling 
the affairs thereof . 


71. Amendment of section 279.— In section 279 
of the Income- tax Act , — 

(i ) for sub - sections ( 1 ) and ( 1A ) , the follow 
ing sub-sections shall be substituted , namely : - 

" ( 1 ) A person shall not be proceeded against 
for an offence under section 275 A , section 276A , 
section 276B , section 276C , Section 276CC , 
section 276D , section 277, section 278 or sec 
tion 278A except at the instance of the Com 
missioner . 

( 1A ) A person shall not be proceeded against. 
for ail offence under section 276C or section 277 
in relation to the assessment for an assessment 
year in respect of which the penalty imposed 
or imposable on him under clause ( iii) of sub 
-section ( 1 ) of section 271 has been reduced or 
waived by an order under section 273A ." ; 

( ii) in sub - section ( 3 ) , for the words , brackets , 
figures and letter " under sub - section (4A ) of sec 
tion 271 " , the words , figures and letter " under 
section 273A " shall be substituted . 


- 


278C . Offences by Hindu undivided families . 
( 1 ) Where an offence under this Act has been 
committed by a Hindu undivided family , the Karta 
thereof shall be deemed to be guilty of the offence 
and shall be liable to be proceeded against and 
punished accordingly : 

Provided that nothing contained in this sub - sec 
tion shall render the Karta liable to any punish 
ment if he proves that the offence was committed 
without his knowledge or that he had exercised 
all due diligence to prevent the commission of 
such offence . 

( 2 ) Notwithstanding anything contained in 
sub - section ( 1 ) , where an offence under this Act 
has been committed by a Hindu undivided family 
and it is proved that the offence has been com 
mitted with the consent or connivance of, or is 
attributable to any neglect on the part of, any 
member of the Hindu undivided family , such mem 
ber shall also be deemed to be guilty of that of 
fence and shall be liable to be proceeded against 
and punished accordingly . 


72. Insertion of new section 279A . After sec 
tion 279 of the Income-tax Act, the following sec 
tion shall be inserted , namely : - 

“ 297A . Certain offences to be non 
-cognizable. — Notwithstanding any 
thing contained in the Code of 
Criminal Procedure, 1973 , an offence 

% of 1974 . 
punishable under section 276B or 
section 276C or section 276CC or sec 
tion 277 or section 278 shall be deemed 
to be non - cognizable within the mea 
ning of that Code." . 


278D . Presumption as to assets , books of ac 
count, etc., in certain cases. — ( 1 ) Where during 
the course of any search made under section 132 , 
any money , bullion , jewellery or other valuable 
article or thing (hereafter in this section referred 
to as the assets ) or any books of account or other 
documents has or have been found in the posses 
sion or control of any person and such assets or 
books of account or other documents are tendered 
by the prosecution in evidence against such person 
or against such person and the person referred to 
in section 278 for an offence under this Act , the 
provisions of sub - section (4A ) of section 132 shall , 
so far as may be, apply in relation to such assets 
or books of account or other documents . 

( 2 ) Where any assets or books of account or 
other documents taken into custody , from the 
possession or control of any person , by the officer 
or authority referred to in clause ( a ) or clause 
(b ) or clause (c ) , as the case may be , of sub -section 


73. Substitution of new section for section 281 . 
For section 281 of the Income tax Act , the following 
section shall be substituted , namely : 

281. Certain transfers to be void . ---- ( 1 ) Where , 
during the pendency of any proceeding under 
this Act or after the completion thereof, but 
before the service of notice under rule 2 of the 
Second Schedule , any assessee creates a charge 
on , or parts with the possession (by way of sale , 
mortgage , gift, exchange or any other mode of 
transfer whatsoever ) of, any of his assets in 
favour of any other person , such charge or transfer 
shall be void as against any claim in respect of any 
tax or any other sum payable by the assessee as 
result of the completion of the said proceeding or 
otherwise : 

Provided that such charge or transfer shall 
not be void if it is made 

( i) for adequate consideration and without 
notice of the pendency of such proceeding or , 
as the case .may be, without notice of such tax 
or other sum payable by the assessee ; or 
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(ii) with the previous permission of the 
Income- tax Officer . 


( ? ) This section applies to cases where the 
amount of tax or other sum payable or likely to 
be payable exceeds five thousand rupees and the 
assets charged or transferred exceed ten thousand 
rupees in value . 


is earlier , a statement in the prescribed form 
containing particulars of all payments of over 
five thousand rupees in the aggregate made by 
him or due from him to each such person as is 
engaged by him in such production as employee 
or otherwise ." . 


Explanation . In this section , " assets " means 
land , building , machinery , plant, shares , securi 
ties and fixed deposits in banks , to the extent to 
which any of the assets aforesaid does not form 
part of the stock in trade of the business of the 
assessee. . 


77. Amendment of section 287. In section 287 
of the Income-tax Act, 

(i ) in sub - section ( 1 ) , after the word " proceed 
ings " , the words " or prosecutions " shall be in 
serted ; 

( ii ) for sub - section ( 2 ) , the following sub -sec 
tion shall be substituted , namely : 

“ ( 2 ) No publication under this section shall be 
made in relation to any penalty imposed under 
this Act until the time for presenting an appeal 
to the Appellate Assistant Commissioner has 
expired without an appeal having been presented 
or the appeal, if presented , has been disposed 
of. " 


- 


74. Insertion of new section 281B . After sec 
tion 281A of the Income-tax Act , the following 
section shall be inserted , namely : - 

“ 281B . Provisional attachment to protect reve 
nue in certain cases . - ( 1) Where , during the 
pendency of any proceeding for the assessment 
of any income or for the assessment or re - assess 
ment of any income which has escaped assess 
ment, the Income- tax Officer is of the opinion 
that for the purpose of protecting the interests 
of the revenue it is necessary so to do , he may , 
with the previous approval of the Commissioner, 
by order in writing, attach provisionally any 
property belonging to the assessee in the manner 
provided in the Second Schedule . 

(2 ) Every such provisional attachment shall 
cease to have effect after the expiry of a period 
of six months from the date of the order made 
under sub -section ( 1 ) : 

Provided that the Commissioner may , for rea 
sons to be recorded in writing, extend the afore 
said period by such further period or periods 
as he thinks fit , so however , that the total period 
of extension shall not in any case exceed two 
years ." . 


78. Insertion of new sections 292A and 292B . 
After section 292 of the Income- tax Act , the follow 
ing sections shall be inserted , namely : 

“ 292A . Section 360 of the Code of 
Criminal Procedure 1973 and the Pro 
bation of Offenders Act, 1958 not to 
apply . — Nothing contained in section 
360 of the Code of Criminal Procedure , 
1973 , or in the Probation of Offenders 2 of 1974 . 
Act, 1958 , shall apply to a person con 

20 of 1958 , 
victed of an offence under this Act un 
less that person is under eighteen years 


of age . 


75 . Amendment of section 285A . - In sec 
tion 285A of the Income-tax Act, in sub -section ( 1 ) , 
for the words " for the construction of a building 
for , or the supply of goods or services in connection 
therewith to , any other person , the value of which 
exceeds fifty thousand rupees ” , the following shall 
be substituted , namely : — 

" with another person for carrying out any 
work or for the supply of goods or services in 
connection therewith , the value of which work 
or supply both exceeds fifty thousand 
rupees " . 


292B . Return of income, etc., not to be invalid 
on certain grounds. No return of income, as 
sessment , notice , summons or other proceeding 
furnished or made or issued or taken or purported 
to have been furnished or made or issued or taken 
in pursuance of any of the provisions of this Act 
shall be invalid or shall be deemed to be invalid 
merely by reason of any mistake, defect or omis 
sion in such return of income, assessment, notice , 
summons or other proceeding if such return of 
income, assessment, notice, summons or other 
proceeding is in substance and effect in conformity 
with or according to the intent and purpose of 
this Act ." . 


or 


76. Insertion of new section 285B . — After sec 
tion 285A of the Income- tax Act, the following 
section shall be inserted , namely : — 

“ 285B . Submission of statements by produ 
cers of cinematograph films. — Any person 
carrying on the production of a cinematograph 
film during the whole or any part of any finan 
cial year shall, in respect of the period during 
which such production is carried on by him in 
such financial year, prepare and deliver or cause 
to be delivered to the Income-tax Officer , within 
thirty days from the end of such financial year 
or within thirty days from the date of the com 
pletion of the production of the film , whichever 


79. Amendment of section 295. — In sub -section 
( 2 ) of section 295 of the Income-tax Act, - 

( i) after clause (dd ) , the following clause shall 
be inserted , namely : 

" ( dda ) the matters specified in sub -sections 
( 2 ) and ( 3 ) of section 44AA ; ; 

(ii ) after clause ( e ) , the following clauses shall 
be inserted , namely : — 

" ( ee ) the conditions or limitations subject to 
which any payment of rent made by an assessee 
shall be deducted under section SOGG ; 

( eea ) the cases, the nature and value of assets , 
the limits and heads of expenditure and the out 
goings , which are required to be prescribed 
under sub -section (6 ) of section 139 ; 

( eeb ) the time within which any person may 
apply for the allotment of a permanent account 
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number , the form and the manner in which such 
application may be made and the particulars 
which such application shall contain and the 
transactions with respect to which permanent 
account numbers shall be quoted on documents 
relating to such transactions under section 
139A ; 

( eec ) the form of the report of audit and the 
particulars which such report shall contain under 
sub - section (2A ) of section 142 ;" ; 

( iii ) after clause (mm ) , the following clause 
shall be inserted , namely : – 

" (mma ) the form in which the statement 
under section 285B shall be delivered to the 
Income- tax Officer ; " . 


80. Substitution of new section for section 296. 
For section 296 of the Income- tax Act , the following 
section shall be substituted , namely : --- 


we 


" 296. Rules and certain notifications to be placed 
before Parliament . ---- The Central Government 
shall cause every rule made under this Act and 
every notification issued under sub -clause ( iv ) of 
clause (230 ) of section 10 to be laid as soon as 
may be after the rule is made or the notification 
is issued before each House of Parliament while it 
is in session for a total period of thirty days , which 
may be comprised in one session or in two or more 
successive sessions, and , if before the expiry of 
the session immediately following the session or 
the successive sessions aforesaid , both Houses 
agree in making any modification in the rule or 
notification or both Houses agree that the rule or 
notification should not be made or issued , that 
rule or notification shall thereafter have effect , 
only in such modified form or be of no effect, as 
the case may be ; so , however , that any such modi 
fication or annulment shall be without prejudice 
to the validity of anything previously done under 
that rule or notification ." . 


( iii ) to rule 56 , the following proviso shall be 
added , namely : - 

" Provided that no sale under this rule shall 
be made if the amount bid by the highest bidder 
is less than the reserve price , if any, specified 
under clause ( cc ) of rule 53. " ; 

( iv ) rule 59 shall be re -numbered as sub - rule ( 2 ) 
thereof, and before that sub -rule as so re-num 
bered , the following sub - rule shall be inserted , 
namely : --- 

" ( 1) Where the sale of a property , for which 
a reserve price has been specified under clause 
( cc ) of rule 53 , has been postponed for want of 
a bid of an amount not less than such reserve 
price, it shall be lawful for an Income- tax Of 
ficer , if so authorised by the Commissioner in 
this behalf , to bid for the property on behalf of 
the Central Government at any subsequent 
sale ." ; 

( v ) in Part III, after rule 68 , the following rule 
shall be inserted , namely : 

" 68A . Acceptance of property in satisfaction 
of amount due from the defaulter . --- ( 1) With 
out prejudice to the provisions contained in 
this Part, an Income-tax Officer, duly autho 
rised by the Commissioner in this behalf , may 
accept in satisfaction of the whole or any part 
of the amount due from the defaulter the pro 
perty , the sale of which has been postponed for 
the reason mentioned in sub -rule ( 1 ) of rule 59 , 
at such price as may be agreed upon between 
the Income- tax Officer and the defaulter , 

( 2 ) Where any property is ac 
cepted under sub - rule ( 1 ) , the defaul 
ter shall deliver possession of such 
property to the Income- tax Officer 
and on the date the possession of the 
property is delivered to the Income 
-tax Officer , the property shall vest 
in the Central Government and the 
Central Government shall , where 
necessary , intimate the concerned 
Registering Officer appointed under 
the Registration Act, 1908 , accord 

16 of 1908 . 
ingly . 

( 3 ) Where the price of the property agreed 
upon under sub - rule ( 1) exceeds the amount 
due from the defaulter , such excess shall be 
paid by the Income-tax Officer to the defaulter 
within a period of three months from the date 
of delivery of possession of the property and 
where the Income tax Officer fails to pay such 
excess within the period aforesaid , the Central 
Government shall, for the period commencing 
on the expiry of such period and ending with 
the date of payment of the amount remaining 
unpaid , pay simple interest at twelve per cent. 
per annum to the defaulter on such amount." ; 
( vi ) in rule 73 , 

( i) after sub- rule ( 3 ) , the following sub -rule 
shall be inserted , namely : 

" (3A ) A warrant of arrest issued by a Tax 
Recovery Officer under sub -rule (2 ) or sub 
-rule ( 3 ) may also be executed by any other 
Tax Recovery Officer within whose jurisdic 
tion the defaulter may for the time being be 
found ." ; 


81. Amendment of Second Schedule . - In the Se 
cond Schedule to the Income -tax Act, 

( i ) rule 19A shall be re -numbered as sub - rule 
( 2 ) thereof, and before that sub - rule as SO 
re-numbered , the following sub -rule shall be in 
serted , namely : - 

" ( 1) A Tax Recovery Officer , being a Ga 
zetted Officer of the Central Government who 
is authorised to exercise the powers of a Tax 
Recovery Officer under this Act , may entrust 
any of his functions as Tax Recovery Officer to 
any other officer lower than him in rank (not 
being lower in rank than an Inspector of In 
come- tax ) and such officer shall , in relation to 
the functions so entrusted to him , be deemed to 
be a Tax Recovery Officer : 

Provided that where the Tax Recovery Offi 
cer is an Income-tax Officer any entrustment 
under this sub - rule shall be made only with the 
approval of the Inspecting Assistant Commis 
sioner. " ; 

(ii ) in rule 53 , in clause (c ) , the word " and" 
occurring at the end shall be omitted , and after 
that clause, the following clause shall be inserted , 
namely : — 

( cc ) the reserve price , if any , below which 
the property may not be sold ; and" ; 


66 


6TH SEPTEMBER , 1977 ( BHADRA -15 , 1899 ) 


287 


( ii) in sub - rule (4 ) , 

( a ) for the words, brackets and figures 
" sub - rude (2 ) or sub -rule (3 ) " , the words " this 
rule" shall be substituted , and after the words 
" Tax Recovery Officer " , the words “ issuing 
the warrant" shall be inserted ; 

(6 ) after the proviso , the following Expla 
nation shall be inserted , namely : - 


( iv ) in the Explanation , - 

( a ) after clause ( a ) , the following clause shall 
be inserted , namely : 

( aa ) the expression " child " includes a step 
-child and an adopted child ; ; 

(6 ) in clause (b ) , the word " and" shall be in 
serted at the end ; 

( c ) in clause (c ) , the word " and " occurring 
at the end shall be omitted ; 

( d ) clause ( d ) shall be omitted . 


" Explanation . -- For the purposes of this 
rule , where the defaulter is a Hindu undi 
vided family , the Karta thereof shall be 
deemed to be the defaulter ." . 


CHAPTER DI 


Amendments to the Wealth - tax Act, 1957 


83. Amendment of section 5. --- In sub - section ( 1 ) 
of section 5 of the Wealth -tax Act , in clause ( v ) , for 
the proviso , the following proviso shall be substi 
tuted , namely : 

" Provided that they are held by him in his own 
right as the inventor or author of such patent or 
copyright, as the case may be, and have not been 
assigned to , or acquired by , him under a contract 
or by way of inheritance or otherwise ;" . 


84. Amendment of section 8. In section 8 of the 
Wealth -tax Act , in the proviso , for the portion 
beginning with the words " and perform such func 
tions" and ending with the words " work to be per 
formed ” , the following shall be substituted , 
namely : - 

" and shall perform their functions in respect of 
such individual, Hindu undivided family or com 
pany, as the case may be , in accordance with such 
general or special orders in writing as the Com 
missioner or the Inspection Assistant Commissio 
ner authorised by the Commissioner in this behalf 
may make for the purpose of facilitating the per 
formance of such functions " . 


1 


85. Insertion of new section 8AA . After section 
8A of the Wealth -tax Act , the following section shall 
be inserted , namely : 


82. Amendment of section 4. -- In sec 
tion 4 of the Wealth -tax Act , 1957 (here- 27 of 1957 . 
after in this Chapter referred to as the 
Wealth - tax Act ) , 

( i ) in clause ( a ) of sub - section ( 1 ) , 

( a ) in sub - clause ( iii ) , after the words " by 
the individual" , the words " , directly or indi 
rectly ," shall be inserted ; 

(b ) in sub - clause ( iv ) , the word " or" shall be 
inserted at the end and after that sub - clause , 
the following sub - clause shall be inserted , 
namely : — 

" (v ) by the son s wife , or the son s minor 
child , of such individual, to whom such assets 
have been transferred by the individual, di 
rectly or indirectly , on or after the 1st day 
of June, 1973 , otherwise than for adequate 

consideration ," ; 
( ii ) in sub - section ( 1A ) , – 

( a ) in clause (b ) , the words s , in so far as it 
is attributable to the interest of the individual 
in the property of the family ," shall be omitted ; 

(b ) for clause (c ) , the following clause shall 
be substituted , namely : --- 

" (c ) where the converted property has been 
the subject -matter of a partition (whether 
partial or total) amongst the members of the 
family , the converted property or any part 
thereof which is received by the spouse or 
minor child of the individual on such partition 
shall be deemed to be assets transferred indi 
rectly by the individual to the spouse or minor 
child and the provisions of sub - section ( 1) 

shall , so far as may be , apply accordingly :" ; 
( iii) after sub -section (5 ) , the following sub 
-section shall be inserted , namely : 

“ (5A ) Where a gift of money from one person 
to another is made by means of entries in the 
books of account maintained by the person 
making the gift or by an individual or a Hindu 
undivided family or a firm or an association of 
persons or body of individuals with whom or 
which he has business or other relationship , the 
value of such gift shall be liable to be included 
incomputing the net wealth of the person making 
the gift unless he proves to the satisfaction of 
the Wealth - tax Officer that the money has 
actually been delivered to the other person at the 
time the entries were made." ; 


A 


" SAA .. Concurrent jurisdiction of Inspecting 
Assistant Commissioner and Wealth - tax Officer . 
( 1) The Commissioner may , by general or special 
order in writing , direct that all or any of the 
powers or functions conferred on or assigned to 
the Wealth -tax Officer or Wealth - tax Officers by 
or under this Act in respect of any area , or cases 
or classes of cases , or persons or classes of persons 
shall be exercised or performed concurrently by the 
Inspecting Assistant Commissioner . 

( 2 ) Where under sub - section ( 1 ) , an Inspecting 
Assistant Commissioner exercises concurrent juris 
diction with one or more Wealth - tax Officers in 
respect of any area , cases or classes of cases , or 
persons or classes of persons, the Wealth - tax 
Officer or Wealth -tax Officers shall exercise the 
powers and perform the functions under this Aet 
in relation thereto as the Inspecting Assistant 
Commissioner may direct . 

(3 ) Without prejudice to the generality of the 
provisions contained in sub -section ( 2 ) of section 
13 , every Wealth -tax Officer shall also observe and 
follow such instructions as may be issued to him 
for his guidance by the Inspecting Assistant Com 
missioner within whose jurisdiction he performs 
his functions in relation to any particular pro 
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ceeding or the initiation of any proceeding under 
this Act : 

Provided that no instructions which are preju 
dicial to the assessee shall be issued before an 
opportunity is given by the Inspecting Assistant 
Commissioner to the assessee to be heard . 


the assess 


Explanation . - For the purposes of this sub -sec 
tion , no instruction as to the lines on which an 
investigation connected with the assessment should 
be made shall be deemed to be an instruction pre 
judicial to the assessee . 

( 4 ) Where an order is made under sub - section 
( 1 ) and the Inspecting Assistant Commissioner 
exercises the powers or períoruis the functions of 
a Wealth - tax Officer in respect of any case or 
person or proceeding , references in this Act or in 
any rule made thereunder to the Wealth - tax 
: Officer and the Appellate Assistant Commissioner 
shall be construed as references to the Inspecting 
Assistant Commissioner and the Commissioner 
respectively and , accordingly , 

(i) any provisions of this Act requiring appro 
val or sanction of the Inspecting Assistant Com 
missioner shall not apply ; 

( ii ) any appeal which would otherwise have 
lain to the Appellate Assistant Commissioner 
shall lie to the Commissioner ; 

( iii ) any appeal which would have lain from 
an order of the Appellate Assistant Commissio 
ner to the Appellate Tribunal shall lie from the 
order of the Commissioner." . 


ing Assistant Commissioner ) to any other Wealth 
-tax Officer or Wealth - tax Officers (whether with 
or without concurrent jurisdiction with the Ins 
pecting Assistant Commissioner ) and the offices 
of all such officers are situated in the same city , 
locality or place : 
Provided further that 

( a ) where any case has been transferred from 
any Wealth -tax Officer or Wealth - tax Officers 
to two or more Wealth - tax Officers , the Wealth 
-tax Officers to whom the case is so transferred 
shall have concurrent jurisdiction over such case 
and shall perform their functions in accordance 
with such general or special orders in writing 
as the Board or the Commissioner or the Ins 
pecting Assistant Commissioner authorised by 
the Commissioner in this behalf , may make for 
the purpose of facilitating the performance of 
such functions ; 

(b ) where any case has been transferred from 
any Wealth -tax Officer or Wealth - tax Officers 
(whether with or without concurrent jurisdic 
tion with the Inspecting Assistant Commis 
sioner ) to two or more Wealth - tax Officers with 
concurrent jurisdiction with the Inspecting As 
sistant Commissioner , the officers (including 
the Inspecting Assistant Commissioner ) to 
whom the case is so transferred shall have con 
current jurisdiction over such case and shall 
perform their functions in accordance with such 
general or special orders in writing as the Board 
or the Commissioner may make for the purpose 
of facilitating the performance of such functions 
and the Wealth -tax Officers shall perform their 
functions also in accordance with such orders or 
directions as the Inspecting Assistant Commis 
sioner may make under section 8 or as the case 
may be, under sub - section (2 ) of section 8AA .” . 


86. Amendment of section 8B . --In section 8B of 
the Wealth -tax Act, for sub - section ( 1 ) , the follo 
wing sub- section shall be substituted , namely : - 

“ ( 1 ) The Commissioner may, after giving the 
assessee a reasonable opportunity of being heard 
in the matter , wherever it is possible to do so , and 
after recording his reasons for doing so , transfer 
any case from one or more of the following officers 
subordinate to him , namely : 

( a ) any Wealth - tax Officer or Wealth -tax 
Officers 

(6 ) any Wealth - tax Officer or Wealth -tax 
Officers having concurrent jurisdiction with the 
Inspecting Assistant Commissioner , 

to any other Wealth - tax Officer or Wealth - tax 
Officers (whether with or without concurrent 
jurisdiction with the Inspecting Assistant Com 
missioner ) also subordinate to him and the Board 
may similarly transfer any case from 

( i ) any Wealth - tax Officer or Wealth - tax Of 
ficers , or 

(ii ) any Wealth -tax Officer or Wealth - tax 
Officers having concurrent jurisdiction with the 

Inspecting Assistant Commissioner , 
to any other Wealth - tax Officer or Wealth - tax 
Officers (whether with or without concurrent ju 
risdiction with the Inspecting Assistant Commis 
sioner ) : 

Provided that nothing in this sub - section shall 
be deemed to require any such opportunity to be 
given where a transfer is from any Wealth - tax 
Officer or Wealth - tax Officers (whether with or 
without concurrent jurisdiction with the Inspect 


87. Amendment of section 11B . ---- In section 11B 
of the Wealth -tax Act, after clause (b ) , the following 
clause shall be inserted , namely : 

" ( c ) in a case where two or more Wealth -tax 
Officers have concurrent jurisdiction over such 
assessee in respect of such function be the Wealth 
-tax Officers empowered to perform such function . 
by the Board or , as the case may be, the Wealth 
-tax Officers to whom such function has been 
assigned by an order of the Commissioner or by 
an order or a direction of the Inspecting Assistant 
Commissioner under section 8 or, as the 
be, under sub - section ( 2 ) of section 8AA ." . 


e case may 


88. Amendment of section 15A . In section 15A 
of the Wealth - tax Act , for clause ( c ) , the following 
clause shall be substituted , namely : 

" ( c ) in the case of a company, by the managing 
director thereof , or where for any unavoidable 
reason such managing director is not able to sign 
and verify the return or where there is no manag 
ing director , by any director thereof ." . 


89. Amendment of section 15B . - In section 15B 
of the Wealth -tax Act, 

(i ) for sub - section ( 1 ) , the following sub -section . 
shall be substituted , namely : -- 

“ ( 1 ) Where any tax is payable on the basis 
of any return required to be furnished under 
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(3) Notwithstanding anything contained in sub 
-sections ( 1 ) and ( 2 ) ; an order of fresh assessment 
in pursuance of an order passed on or after the 1st 
day of April, 1975 , under section 23 , section 24 or 
section 25 , setting aside or cancelling an assess 
ment, may be made at any time before the expiry 
of four years from the end of the financial year 
in which the order under section 23 or section 24 
is received by the Commissioner or, as the case 
may be, the order under section 25 is passed by 
the Commissioner. 

( 4 ) The provisions of sub -sections ( 1 ) and ( 2 ) 
shall not apply to the assessment or re -assessment 
made on the assessee or any other person in con 
sequence of , or to give effect to , any finding or 
direction contained in an order under section 23 , 
section 24 , section 25 , section 27 or section 29 or in 
an order of any court in a proceeding otherwise 
than by way of appeal or reference under this Act , 
and such assessment or re -assessment, may, 
subject to the provisions of sub -section ( 3 ) , be 
completed at any time. 


section 14 or section 15 or section 17 , after 
taking into account the amount of tax , if any , 
already paid under any provision of this Act, 
the assessee shall be liable to pay such tax be 
fore furnishing the return and the return shall 
be accompanied by proof of payment of such 
tax ." ; 

(ii) for sub - section (3 ) , the following sub - sec 
tion shall be substituted , namely : 

( 3 ) If any assessee fails to pay 
any part thereof in accordance with the provi 
sions of sub - section ( 1 ) , the Wealth - tax Officer 
may direct that a sum equal to two per cent. of 
such tax or part thereof , as the case may be, 
shall be recovered from him by way of penalty 
for every month during which the default con 
tinues : 

Provided that before levying any such 
penalty , the assessee shall be given a reasonable 

opportunity of being heard ." . 
90. Insertion of new section 17A . - After sec 
tion 17 of the Wealth - tax Act , the following section 
shall be inserted , namely : - 

" 17A . Time- limit for completion of assessment 
and re -assessment. ( 1 ) No order of assessment 
shall be made under section 16 at any time after 
the expiration of a period of — 

( a ) four years commencing on and from the 
1st day of April, 1975 or one year from the date 
of the filing of a return or a revised return under 
section 15 , whichever is later , where the assess 
ment year is an assessment year commencing 
before that date ; 

(b ) four years from the end of the assessment 
year in which the net wealth was first assess 
able , or one year from the date of the filing of 
a return or a revised return under section 15 , 
whichever is later , where the assessment year 
is an assessment year commencing on or after 
the 1st day of April, 1975 . 

( 2 ) No order of assessment or re-assessment 
shall be made under section 17 , 

(a ) where any proceeding for an assessment 
or re -assessment is pending on the 1st day of 
April, 1975 , at any time after the expiration of a 
period of four years commencing on and from 
that date ; 

(b ) where the assessment or re -assessment is 
to be made in a case falling within clause ( a ) 
of sub - section ( 1 ) of section 17 for which a 
notice has been served under that sub - section 
on or after the 1st day of April, 1975 , at any 
time after the expiration of a period of four 
years from the end of the assessment year in 
which such notice was served ; 

( c ) where the assessment or re -assessment is 
to be made in a case falling within clause (b ) of 
sub -section ( 1 ) of section 17 for which a notice 
has been served under that sub -section on or 
after the 1st day of April, 1975 , after the expira 
tion of a period of — 

( i) four years from the end of the assess 
ment year in which the net wealth was first 
assessable , or 

( ii ) one year from the date of service of 
such notice , whichever period expires later. :: 


Explanation 1. In computing the period of 
limitation for the purposes of this section -- 

(i) the time taken in re -opening the whole or 
any part of the proceeding or in giving an oppor 
tunity to the assessee to be re- heard under the 
proviso to section 39 , or 

( ii) the period during which the assessment 
proceeding is stayed by an order or injunction 
of any court, or 

( iii ) in a case where an application made 
before the Wealth -tax Settlement Commission 
under section 22C is. rejected by it or is not 
allowed to be proceeded with by it , the period 
commencing from the date on which such appli 
cation is made and ending with the date on 
which the order under sub -section ( 1 ) of sec 
tion 22D is received by the Commissioner under 
sub - section ( 2 ) of that section , 
shall be excluded . 


Explanation 2. — Where , by an order referred to 
in sub - section ( 4 ) , any asset is excluded from the 
net wealth of one person and held to be the asset 
of another person , then , an assessment in respect 
of such asset on such other person shall, for the 
purposes of sub - section ( 2 ) of section 17 and this 
section , be deemed to be one inade in consequence 
of , or to give effect to , any finding or direction 
contained in the said order , provided such other 
person was given an opportunity of being heard 
before the said order was passed ." . 


91. Amendment of section 18 . In section 18 of 
the Wealth -tax Act , 

( i) in sub - section ( 1) , for clauses (i ) , ( ii) , ( iii) 
and the Explanations, the following clauses and 
Explanations shall be substituted , namely : 

(i) in the case referred to in clause (a ) , 
in addition to the amount of wealth -tax , if any, 
payable by him , a sum equal to two per cent . of 
the assessed tax for every month during which 
the default continued 


... 


Esplanation . In this clause , " assessed tax " 
means the wealth -tax chargeable under the pro 
visions of this Act ; 


yan 
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(ii ) in the cases referred to in clause (6 ) , in 
addition to the amount of wealth - tax payable by 
him , a sum which shall not be less than ten per 
cent., but which shall not exceed fifty per cent . 
of the amount of the wealth -tax , if any, which 
would have been avoided if the net wealth re 
turned by such person had been accepted as the 
correct net wealth ; 

( iii) in the cases referred to in clause ( c ) , in 
addition to any wealth - tax payable by him , a 
sum which shall not be less than , but which shall 
not exceed five times , the amount of tax sought 
to be evaded by reason of the concealment of 
particulars of any assets or the furnishing of 
inaccurate particulars in respect of any assets 
or debts . 


( 2 ) of section 14 or sub - section ( 1 ) of section 17 
and the Wealth -tax Officer or the Appellate 
Assistant Commissioner is satisfied that in res 
pect of such assessment year such person has 
assessable net wealth , then , such person shall , 
for the purposes of clause ( c ) of this sub -section , 
be deemed to have concealed the particulars of 
his assets or furnished inaccurate particulars of 
any assets or debts in respect of such assess 
ment year , notwithstanding that such person 
furnishes a return of his net wealth at any time 
after the expiry of either of the periods aforem 
said applicable to him in pursuance of a notice 
under section 17 . 


Explanation 1. For the purposes of clause 
( iii ) of this sub - section , the expression " the 
amount of tax sought to be evaded " -- 

(a ) in a case to which Explanation 3 aplies, 
means the tax on the net wealth assessed ; 

(b ) in any other case , means the difference 
between the tax on the net wealth assessed and 
the tax that would have been chargeable had 
the net wealth assessed been reduced by the 
amount which represents the value of any 
assets in respect of which particulars have 
been concealed or inaccurate particulars have 
been furnished and of any debts in respect of 
which inaccurate particulars have been fur 
nished . 


Explanation 4 Where the value of any 
asset returned by any person is less than seventy 
per cent, of the value of such asset as determined 
in an assessment under section 16 or section 17 , 
such person shall be deemed to have furnished 
inaccurate particulars of such asset within the 
meaning of clause ( c ) of this sub - section , unless 
he proves that the value of the asset as returned 
by him is the correct value. ; 
( ii ) sub -section ( 1A ) shall be omitted ; 
(iii) sub -sections (2A ) and 

(2A ) and (2B ) shall be 
omitted ; 

( iv ) for sub -section ( 3 ) , the following sub -sec 
tions shall be substituted , namely : -- 

" ( 3 ) Notwithstanding anything contained in 
clause ( iii) of sub - section ( 1 ) , if , in a case fall 
ing under clause ( c ) of that sub - section , the 
amount (as determined by the Wealth - tax 
Officer on assessment) in respect of which 
penalty is imposable under clause (c ) aforesaid 
exceeds a sum of twenty -five thousand rupees , 
the Wealth - tax Officer shall not issue any direc 
tion under sub -section ( 1) for payment by way 
of penalty without the previous approval of the 
Inspecting Assistant Commissioner . 


Explanation 2. — Where in respect of any 
facts material to the computation of the net 
wealth of any person under this Act, 

( A ) such person fails to offer an explana 
tion or offers an explanation which is found 
by the Wealth -tax Officer or the Appellate 
Assistant Commissioner to be false , or 

( B ) such person offers an explanation 
which he is not able to substantiate , 
then , the amount added or disallowed in comput 
ing the net wealth of such person as a result 
thereof shall, for the purposes of clause ( c ) of 
this sub -section , be deemed to represent the 
value of the assets in respect of which parti 
culars have been concealed : 


(3A ) Notwithstanding anything contained in 
this section , the penalty imposed under clause 
( iii) of sub - section ( 1 ) read with Explanation 3 
to that sub - section and the penalty imposed 
under clause ( i) of that sub - section shall not 
exceed , in the aggregate , five times the amount 
of the tax sought to be evaded ." ; 

( v ) for the Explanation below sub -section (5 ) , 
the following Explanation shall be substituted , 
namely : — 


Provided that nothing contained in this 
Explanation shall apply to a case referred to in 
clause ( B ) in respect of any amount added or 
disallowed as a result of the rejection of any 
explanation offered by such person , if such ex 
planation is bona fide and all the facts relating 
to the same and material to the computation of 
his net wealth have been disclosed by him . 


Explanation 3. -- Where any person who has 
not previously been assessed under this Act 
fails , without reasonable cause, to furnish within 
the period specified in clause ( a ) or , as the case 
may be , clause (b ) of sub -section ( 1 ) of section 
17A a return of his net wealth which he is 
required to furnish under section 14 in respect 

y assessment year and , until the expiry 
her of the periods applicable to him , no 
had been issued to hin under sub - section 


" Explanation . — In computing the period of 
limitation for the purposes of this section , - 

(i) any period during which the immunity 
granted under section 22H remained in force ; 

( ii ) the time taken in giving an opportunity 
to the assessee to be re - heard under the pro 
viso to section 39 ; and 

( iii) any period during which a proceeding 
under this section for the levy of penalty is 

stayed by an order or injunction of any court , 
shall be excluded .” . 


92. Insertion of new sections 184 and 18B . -- In 
Chapter IV of the Wealth -tax Act, after section 18 , 
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of the inaccuracy of particulars furnished in 
respect of any asset or debt in respect of which 
the penalty is imposable , voluntarily and in good 
faith made full and true disclosure of such 

particulars , 
and also has co - operated in any inquiry relating to 
the assessment of his net wealth and has either 
paid or made satisfactory arrangements for the 
payment of any tax or interest payable in conse 
quence of an order passed under this Act in res 
pect of the relevant assessment year . 


the following sections shall be inserted , na 
mely : 

" 18A . Penalty for failure to answer questions , 
sign statements , allow inspections , etc. -- ( 1) If a 
person , 

(a ) being legally bound to state the truth of 
any matter touching the subject of his assess 
ment, refuses to answer any question demanded 
of him by a Wealth -tax Officer or an Appellate 
Assistant Commissioner or an Inspecting Assist 
ant Commissioner or a Conimissioner , in the 
exercise of his powers under this Act ; or 

(6 ) refuses to sign any statement made by 
him in the course of any proceeding under this 
Act which a Wealth -tax Officer or an Appellate 
Assistant Commissioner or an Inspecting Assist 
ant Commissioner or a Commissioner may 

legally require him to sign , 
he shall pay, by way of penalty , a sum which may 
extend to one thousand rupees. 

( 2 ) If a person , without reasonable cause , fails 
to furnish in due time such statement or informa 
tion which such person is bound to furnish to the 
Wealth - tax Officer under section 38 , he shall pay, 
by way of penalty , a sum which may extend to ten 
rupees for every day during which the failure 
continues . 


( 3 ) . No order shall be made under this section 
except by an Appellate Assistant Commissioner or 
an Inspecting Assistant Commissioner or a Com 
missioner , and where a contravention ; failure or 
default for which any penalty is imposable under 
this section occurs in the course of any proceeding 
before a Wealth - tax Officer , the Wealth -tax Officer 
shall refer the case to the Inspecting Assistant 
Commissioner for passing such orders as he deems 


Leplanation . -- For the purposes of this sub -sec 
tion , a person shall be deemed to have made full 
and true disclosure of the particulars of his 
assets or debts in any case where the excess of 
net wealth assessed over the net wealth returned 
is of such a nature as not to attract the provisions 
of clause ( c ) of sub - section ( 1 ) of section 18 . 

(2 ) Notwithstanding anything contained in sub 
-section ( 1) , if in a case falling under clause (c ) 
of sub -section ( 1) of section 18 , the net wealth in 
respect of which the penalty is imposed or impos 
able for the relevant assessment year , or , 

where 
such disclosure relates to more than one assess 
ment year , the net wealth for any one of the rele 
vant assessment years , exceeds five hundred 
thousand rupees , no order reducing or waiving 
the penalty under sub - section ( 1 ) shall be made 
by the Commissioner , except with the previous 
approval of the Board. 

( 3 ) Where an order has been made under sub 
-section ( 1) in favour of any person , whether such 
order relates to one or more assessment years , he 
shall not be entitled to any relief under this section 
in relation to any other assessment year at any 
time after the making of such order . 

(4 ) Without prejudice to the powers conferred 
on him by any other provision of this Act, the 
Commissioner may , on an application made in this 
behalf by an assessee , and after recording his rea 
sons for so doing, reduce or waive the amount of 
any penalty payable by the assessee under this 
Act or stay or compound any proceeding for the 
recovery of any such amount, if he is satisfied 
that 

(i ) to do otherwise would cause genuine hard 
ship to the assessee , having regard to the cir 
cumstaances of the case , and 

( ii) the assessee has co -operated in any in 
quiry relating to the assessment or any proceed 
ing for the recovery of any amount due from 
him . 

( 5 ) Every order made under this section shall 
be final and shall not be called into question by 
any court or any other authority ." . 


fit . 


( 4 ) No order under this section shall be passed 
by any officer referred to in sub - section ( 3 ) , 
unless the person on whom the penalty is proposed 
to be imposed is given an opportunity of being 
heard in the matter by such officer . 

18B . Power to reduce or waive penalty in certain 
cases . - ( 1 ) Notwithstanding anything contained 
in this Act , the Commissioner may, in his discre 
tion , whether on his own motion or otherwise , 

( i) reduce or waive the amount of penalty 
imposed or imposable on a person under clause 
(i ) of sub - section ( 1 ) of section 18 for failure 
without reasonable cause to furnish the return 
of net wealth which such person was required 
to furnish under sub -section ( 1 ) of section 14 ; 
or 

( ii ) reduce or waive the amount of penalty 
imposed or imposable on a person under clause 
( iii ) of sub - section ( 1 ) of section 18 , 
if he is satisfied that such person , 

( a ) in the case referred to in clause (i) , has , 
prior to the issue of a notice to him under sub 
-section ( 2 ) of section 14 , voluntarily and in 
good faith , made full and true disclosure of his 
net wealth , and 

( 6 ) in the case referred to in clause ( ii ) , has , 
prior to the detection by the Wealth - tax Officer , 
of the concealment of particulars of assets or 


93. Insertion of new Chapter VA — After Chap 
ter V of the Wealth - tax Act , the, following Chapter 
shall be inserted , namely : 2 


CHAPTER VA 


Settlement of cases 


22A . Definitions. - In this Chapter , unless the 
context otherwise requires , 

(a ) " case " means any proceeding under this 
Act for or in connection with the assessment or 
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Commissioner objects to the application being pro 
ceeded with on the ground that concealment of 
particulars of the net wealth on the part of the 
applicant or perpetration of fraud by him for 
evading any tax or other sum chargeable or impo 
sable under this Act has been established or is 
likely to be established by any Wealth - tax autho 
rity , in relation to the case . 

( 2 ) A copy of every order under sub -section 
( 1 ) shall be sent to the applicant and to the 
Commissioner . 


re- assessment of any person in respect of any 
year or years which may be pending before a 
Wealth - tax authority on the date on which an 
application referred to in section 22C is made ; 

( 6 ) " Wealth -tax authority " means a Director 
of Inspection , a Commissioner , an Appellate 
Assistant Commissioner, and Inspecting Assis 
tant Commissioner or a Wealth - tax Officer , 
22B : Wealth -tax Settlement Commissioner . 
( 1 ) The Central Government shall constitute 
a Commission to be called the Wealth -tax 
Settlement Commission (hereafter in this Chapter 
referred to as " the Settlement Commission " ) for 
the settlement of cases under this Chapter . 

( 2 ) The Settlement Commission shall consist of 
a Chairman and two other members and shall func 
tion within the Department of the Central Go 
vernment dealing with direct taxes . 

( 3 ) The Chairman and other members of the 
Settlement Commission shall be appointed by the 
Central Government from amongst persons of inte 
grity and outstanding ability , having special know 
ledge of , and experience in , problems relating to 
direct taxes and business accounts : 


( 3 ) Where an application is allowed to be pro 
ceeded with under sub -section ( 1 ) , the Settlement : 
Commission may call for the relevant records from 
the Commissioner and after examination of such 
records, if the Settlement Commission is of the 
opinion that any further enquiry or investigation 
in the matter is necessary , it may direct the Com 
missioner to make or cause to be made such fur 
ther enquiry or investigation and furnish a report 
on the matters covered by the application and any 
other matter relating to the case. 


Provided that, where a member of the Board is 
appointed as the Chairman or as a member of the 
Settiement Commission , he shall cease to be a 
member of the Board : 


Provided further that, until the members are 
appinted under this sub -section , it shall be compe 
tent for the Central Government to require , from 
time to time, any two members of the Board to 
serve as members of the Settlement Commission 
for such period as the Central Government thinks 
fit , in addition to their duties as members of the 
Board . 


22C . Application for settlement of cases. --- ( 1 ) 
An assessee may , at any stage of a case relating 
to him , make an application in such form and in 
such manner and containing such particulars as 
may be prescribed to the Settlement Commission 
to have the case settled and any such application 
shall be disposed of in the manner hereinafter 
provided . 

( 2 ) Every application made under sub -section 
( 1 ) shall be accompanied by such fees as may be 
prescribed . 

( 3 ) An application made under sub - section ( 1 ) 
shall not be allowed to be withdrawn by the 
applicant . 

22D . Procedure on receipt of an application under 
section 22C . ( 1 ) On receipt of an application 
under section 22C , the Settlement Commission shall 
call for a report from the Commissioner and on 
the basis of the materials contained in such report 
and having regard to the nature and circums 
tances of the case or the complexity of the inves 
tigation involvel therein , the Settlement Commis 
sion may , by order , allow the application to be 
proceeded with or reject the application : 

Provided that an application shall not be rejec 
ted under this sub - section unless an opportunity 
has been given to the applicant of being heard : 

Provided further that an application shall not 
be proceeded with under this sub - section if the 


( 4 ) After examination of the records and the 
report of the Commissioner received under sub 
-section ( 1 ) and the report, if any, of the Com 
missioner received under sub - section ( 3 ) , and after 
giving an opportunity to the applicant and to the 
Commissioner to be heard , either in person or 
through a representative duly authorised in this 
behalf, and after examining such further evidence 
as may be placed before it or obtained by it , the 
Settlement Commission may, in accordance with 
the provisions of this Act , pass such order as it 
thinks fit on the matters covered by the applica 
tion and any other matter relating to the case not 
covered by the application but referred to in the 
report of the Commissioner under sub -section ( 1 ) 
or sub- section (3 ) . 

(5 ) The materials brought on record before the 
Settlement Commission shall be considered by all 
the members thereof before passing any order 
under sub - section ( 4 ) and , in the case of a diffe 
rence of opinion among the members, the opinion 
of the majority shall prevail and such order shall 
be expressed in terms of the views of the majority . 

(6 ) Every order passed under sub - section (4 ) 
shall provide for the terms of settlement including 
any demand by way of tax , penalty or interest , 
the manner in which any sum due under the settle 
ment shall be paid and all other matters to make 
the settlement effective and shall also provide that 
the settlement shall be void if it is subsequently 
found by the Settlement Commission that it has 
been obtained by fraud or misrepresentation of 
facts . 


( 7) Where a settlement becomes void as provided 
in sub - section (6 ) , the proceedings with respect 
to the matters covered by the settlement shall be 
deemed to have been revived from the stage at 
which the application was allowed to be proceeded 
with by the Settlement Commission and the 
Wealth -tax authority concerned , may , notwith 
standing anything contained in any other provision 
of this Act, complete such proceedings at any time 
before the expiry of two years from the end of the 
financial year in which the settlement became void . 
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any evidence brought on the record against him in 
any such report , the Settlement Commission shall , 
on an application made in this behalf and on pay 
ment of the prescribed fee by such person , furnish 
him with a certified copy of any such report or 
part thereof relevant for the purpose . 


22E . Power of Settlement Commission to reopen 
completed proceedings. --- If the Settlement: Com 
mission is of the opinion ( the reasons for such 
opinion to be recorded by it in writing ) that , for 
the proper disposal of the case pending before it , 
it is necessary or expedient to re -open any procee 
ding connected with the case , but which has been 
completed under this Act by any Wealth -tax autho 
rity before the application under section 22C was 
made, it may , with the concurrence of the appli 
cant , re -open such proceeding and pass such order 
thereon as it thinks fit as if the case in relation 
to which the application for settlement had been 
made by the applicant under that section covered 
such proceeding also : 

Provided that no proceeding shall be re- opened 
by the Settlement Commission under this section 
after the expiry of a period of eight years from 
the end of the assessment year to which such 
such proceeding relates . 


22F . Powers and procedure of Settlement Com 
mission . -- ( 1 ) In addition to the powers conferred 
on the Settlement Commission under this Chapter , 
it shall have all the powers which are vested in a 
Wealth - tax authority under this Act . 

( 2 ) Where an application made under section 
22C has been allowed to be proceeded with under 
section 22D , the Settlement Commission shall, until 
an order is passed under sub - section ( 4 ) of section 
22D , have, subject to the provisions of sub - section 
( 3 ) of that section , exclusive jurisdiction to exer 
cise the powers and perform the functions of a 
Wealth -tax authority under this Act in relation to 
the case . 

( 3 ) Notwithstanding anything contained in sub 
-section ( 2 ) and in the absence of any express 
direction to the contrary by the Settlement Com 
mission , nothing contained in this section shall 
affect the operation of any other provision of this 
Act requiring the applicant to pay tax on the basis 
of self -assessment in relation to the matters before 
the Settlement Commission . 


22H . Powers of Settlement Com 
mission to grant immunity from pro 
secution . — ( 1 ) The Settlement Com 
mission may , if it is satisfied that any 
person who made the application for 
settlement under section 22C has co - ope 
rated with the Settlement Commission 
in the proceedings before it and has 
made a full and true disclosure of his 
net wealth and the manner in which 
such wealth has been acquired , grant 
to such person , subject to such condi 
tions as it may think fit to impose , im 
munity from prosecution for any 
offence under this Act or under the 
Indian Penal Code or under any other 45 of 1860 . 
Central Act for the time being in force 
and also from the imposition of any 
penalty under this Act, with respect to 
the case covered by the settlement. 

(2 ) An immunity granted to a person under sub 
-section ( 1) may, at any time, be withdrawn by the 
Settlement Commission , if it is satisfied that such 
person has not complied with the conditions sub 
ject to which the immunity was granted or that 
such person had , in the course of the settlement 
proceedings , concealed any particulars material to 
the settlement or had given false evidence , and 
thereupon such person may be tried for the offence 
with respect to which the immunity was granted 
or for any other offence of which he appears to 
have been guilty in connection with the settlement 
and shall also become liable to the imposition of 
any penalty under this Act to which such person 
would have been liable, had no such immunity been 
granted . 


(4 ) For the removal of doubt, it is hereby dec 
lared that in the absence of any express direction 
by the Settlement Commission to the contrary , 
nothing in this Chapter shall affect the operation 
of the provisions of this Act in so far as they relate 
to any matters other than those before the Settle 
ment Commission . 

( 5 ) The Settlement Commission shall , subject to 
the provisions of this Chapter , have power to regu 
late its own procedure (incluing the fixation of 
places and times of its meetings ) and may act not 
withstanding that all the members of the Settle 
ment Commission are not present at any of its 
meetings . 


221. Order of settlement to be conclusive. --- 
Every order of settlement passed under sub -sec 
tion ( 4 ) of section 22D shall be conclusive 
as to the matters stated therein and no matter 
covered by such order shall, save as otherwise pro 
vided in this Chapter , be re -opened in any pro 
ceeding under this Act or under any other law for 
the time being in force . 


22J. Recovery of sums due under order of settle 
ment . -- Any sum specified in an order of settle . 
ment passed under sub - section ( 4 ) of section 22D 
may , subject to such conditions , if any , as may be 
specified therein , be recovered, and any penalty for 
default in making payment of such sum may be 
imposed and recovered in accordance with the pro 
visions of section 32 by the Wealth - tax Officer 
having jurisdiction over the person who made the 
application for settlement under section 22C . 


22G . Inspection , etc., of reports . — No person 
shall be entitled to inspect, or obtain copies of, any 
reports made by any Wealth -tax authority to the 
Settlement Commission ; but the Settlement Com 
mission may , in its discretion ; furnish copies 
thereof to any such person on an application made 
to it in this behalf and on payment of the prescri 
bed fee : 

Provided that , for the purpose of enabling any 
person whose case is under consideration to rebut 


22K . Bar on subsequent application for settle 
ment in certain cases . Where 

( i) an order of settlement passed under sub 
-section (4 ) of section 22D provides for the im 
position of a penalty on the person who made the 
application under section 22C for settlement, on 
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the ground of concealment of particulars of his 
net wealth ; or 

( ii) after the passing of an order of settlement 
under the said sub - section ( 4 ) in relation to a 
case , such person is convicted of any offence 
under Chapter VIII in relation to that case , 

then , he shall not be entitled to apply for set 
tlement under section 22C in relation to any 
other matter . 


94. Amendment of section 23.- In section 23 of 
the Wealth -tax Act , after sub -section ( 2 ) , the folow 
ing sub - section shall be inserted , namely : - 

“ ( 2A ) Where a return has been filed by an 
assessee, no appeal under this section shall be 
admitted unless at the time of filing of the appeal 
he has paid the tax due on the net wealth returned 
by him : 


. 


Provided that, on an application made by the 
appellant in this behalf, the Appellate Assistant 
Commissioner may , for any good and sufficient 
reason to be recorded in writing , exempt him from 
the operation of the provision of this sub - section ." . 


22L . Proceedings before Settlement 
Commission to be judicial proceedings . 

Any proceeding under this Chapter 
before the Settlement Commission shall 
be deemed to be a judicial proceeding 
within the meaning of sections 193 and 
228 , and for the purposes of section 196 , 
of the Indian Penal Code . 


45 of 1860 


95. Amendment of section 24. --- In section 24 of 
the Wealth -tax Act, for sub - section ( 1 ) , the follow 
ing sub - section shall be substituted , namely : - 

" ( 1) An assessee objecting to an order passed 
by the Appellate Assistant Commissioner under 
section 18 or section 18A or section 23 or : sub 
--section ( 2 ) of section 37 , or to an order passed 
by the Inspecting Assistant Commissioner under 
section 18A , may appeal to the Appellate Tribunal 
within sixty days of the date on which the order 
is communicated to him ." . 


22M . Certain persons who have filed appeals to 
the Appellate Tribunal entitled to make applica 
tions to the Settlement Commission . -- ( 1 ) Not 
withstanding anything contained in this Chapter , 
any assessee who has filed an appeal to the Appel 
late Tribunal under this Act which is pending 
before it shall, on withdrawing such appeal from 
the Appellate Tribunal, be entitled to make an 
application to the Settlement Commission to have 
his case settled under this Chapter : 

Provided that no such assessee shall be entitled 
to make an application in a case where the 
Wealth -tax Officer has preferred an appeal 
under sub - section (2 ) of section 24 against the 
order to which the assessee s appeal relates . 

( 2 ) Any assessee referred to in sub - section ( 1 ) 
may make an application to the Appellate Tribunal 
for permission to withdraw the appeal. 

(3 ) On receipt of an application under sub -sec 
tion (2 ) , the Appellate Tribunal shall grant per 
mission to withdraw the appeal. 


96. Amendment of section 26 . - In sub -section ( 1 ) 
of section 26 of the Wealth - tax Act, after the word 
and figures " section 18 " , the words , figures and 
letter " or section 18A " shall be inserted . 


(4 ) Upon the withdrawal of the appeal, the pro 
ceeding in appeal immediately before such with 
drawal shall, for the purposes of this Chapter, be 
deemed to be a proceeding pending before a 
Wealth -tax authority . 

(5 ) An application to the Settlement Commis 
sion under this section shall be made within a 
period of thirty days from the date on which the 
order of the Appellate Tribunal permitting the 
withdrawal of the appeal is communicated to the 
assessee . 

(6 ) An application made to the Settlement Com 
mission under this section shall be deemed to be 
an application made under sub - section ( 1 ) of sec 
tion 22C and the provisions of this Chapter ( except 
sub - section ( 7 ) of section 22D ) shall apply 
accordingly . 

( 7 ) Where an application made to the Settle 
ment Commission under this section is not enter 
tained by the Settlement Commission , then , the 
assessee shall not be deemed to have withdrawn 
the appeal from the Appellate Tribunal and the 
provisions contained in section 24 and section 26 
shall, so far as may be , apply accordingly . . 


97. Amendment of section 34A . - In section 34A 
of the Wealth - tax Act , after sub - section ( 3 ) , the 
following sub - section shall be inserted , namely : - 

“ (3A ) Where the whole or any part of the re 
fund referred to in sub - section (3 ) is due to the 
assessee as a result of any amount having been 
paid by him after the 31st day of March , 1975 in 
pursuance of any order of assessment or penalty 
and such amount or any part thereof having been 
found in appeal or other proceeding under this 
Act to be in excess of the amount which such 
assessee is liable to pay as tax or penalty , as the 
case may be, under this Act , the Central Govern 
ment shall pay to such assessee simple interest at 
the rate specified in sub - section ( 3 ) on the amount 
so found to be in excess from the date on which 
such amount was paid to the date on which the 
refund is granted : 

Provided that, where the amount so found to be 
in excess was paid in instalments , such interest 
shall be payable on the amount of each such ins 
talment or any part of such instalment , which 
was in excess , from the date on which such ins 
talment was paid to the date on which the refund 
is granted : 

Provided further that no interest under this 
sub -section shall be payable for a period of one 
month from the date of the passing of the order 
in appeal or other proceeding : 

Provided also that, where any interest is pay 
able to an assessee under this sub - section , no in 
terest under sub - section ( 3 ) shall be payable to 
him in respect of the amount so found to be in 
excess . " i 
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98. Substitution of new sections for section 34B . 
For section 34B of the Wealth - tax Act, the following 
.sections shall be substituted , namely : 

34B . Transfers to defraud revenue to be void . — 
( 1) Where , during the pendency of any proceeding 
under this Act or after the completion thereof , 
but before the service of notice under rule 2 of the 
Second Schedule to the Income- tax Act as made 
applicable to this Act by section 32, any assessee 
creates a charge on , or parts with (by way of sale , 
mortgage , gift, exchange or any other mode of 
transfer whatsoever ) the possession of, any of his 
assets in favour of any other person , such charge 
or transfer shall be void as against any claim in 
respect of any tax or any other sum payable by 
the assessee as a result of the completion of the 
said proceeding or otherwise : 

Provided that such charge or transfer shall not 
be void , if it is made 

( i) for adequate consideration and without 
notice of the pendency of such proceeding or, as 
the case may be, without notice of such tax or 
other sum payable by the assessee ; or 

( ii ) with the previous permission of the 
Wealth -tax Officer . 


soever to evade any tax , penalty or interest char 
geable or imposable under this Act , he shall , 
without prejudice to any penalty that may be 
imposable on him under any other provision of this 
Act, be punishable , - 

( i) in a case where the amount sought to be 
evaded exceeds one hundred thousand rupees , 
with rigorous imprisonment for a term which 
shall not be less than six months but which may 
extend to seven years and with fine ; 

( ii ) in any other case , with rigorous impri 
sonment for a term which shall not be less than 
three months but which may extend to three 
years and with fine . 

( 2 ) If a person wilfully attempts in any manner 
whatsoever to evade the payment of any tax , 
penalty or interest under this Act , he shall , with 
out prejudice to any penalty that may be impo 
sable on him under any other provision of this Act, 
be punishable with rigorous imprisonment for a 
term which shall not be less than three months 
but which may extend to three years and shall , 
in the discretion of the court, also be liable to fine . 


( 2 ) This section applies to cases where the 
amount of tax or other sum payable or likely to 
be payable exceeds five thousand rupees and the 
assets charged or transferred exceed ten thousand 
rupees in value. 


Explanation . — In this section , " assets " means 
land , building, machinery , plant, shares, securities 
and fixed deposits in banks to the extent to which 
any of the assets aforesaid does not form part of 
the stock in trade of the business of the assessee . 


Explanation . -- For the purposes of this section , 
a wilful attempt to evade any tax , penalty or in 
terest chargeable or imposable under this Act or 
the payment thereof shall include a case where any 
person 

(a ) has in his possession or control any books 
of account or other documents (being books of 
account or other documents relevant to any pro 
ceeding under this Act ) containing a false entry 
or statement, or 

( b ) makes , or causes to be made , any false 
entry or statement in such books of account or 
other documents , or 

(c ) wilfully omits , or causes to be omitted , 
any relevant entry or statement in such books 
of account or other documents , or 

( d ) causes any other circumstance to exist 
which will have the effect of enabling such per 
son to evade any tax , penalty or interest char 
geable or imposable under this Act or the 
payment thereof . 


34C . Provisional attachment to protect revenue 
in certain cases . — ( 1 ) Where , during the pendency 
of any proceeding for the assessment of net wealth 
or for the assessment or re -assessment of net 
wealth which has escaped assessment , the Wealth 
-tax Officer is of the opinion that for the purpose 
of protecting the interests of the revenue it is ne 
cessary so to do , he may, with the previous appro 
val of the Commissioner , by order in writing, 
attach provisionally any property belonging to the 
assessee in the manner provided in the Second 
Schedule to the Income- tax Act as made applicable 
to this Act by section 32 . 

(2 ) Every such provisional attachment shall 
cease to have effect after the expiry of a period of 
six months from the date of the order made under 
sub - section ( 1 ) : 

Provided that the Commissioner may , for rea 
sons to be recorded in writing, extend the aforesaid 
period by such further period or periods as he 
thiks fit, so however , that the total period of ex 
tension shall not in any case exceed two years . . 


35B . Failure to furnish returns of net wealth . -- 
If a person wilfully fails to furnish in due time the 
return of his net wealth which he is required to 
furnish under sub -section ( 1 ) of section 14 or by 
notice given under sub - section ( 2 ) of section 14 or 
under sub -section ( 1 ) of section 17 , he shall be 
punishable , — 

( i) in a case where the amount of tax , which 
would have been evaded if the failure had not 
been discovered , exceeds one hundred thousand 
rupees , with rigorous imprisonment for a term 
which shall not be less than six inonths but 
which may extend to seven years and with fine ; 

(ii) in any other case, with rigorous imprison 
ment for a term which shall not be less than 
three months but which may extend to three 
years and with fine : 


99. Amendment of section 35.- In sub - section ( 1 ) 
of section 35 of the Wealth -tax Act, clause ( c ) shall 
be omitted . 


100. Insertion of new sections 354 to 35N . - After 
section 35 of the Wealth -tax Act , the following sec 
tions shall be inserted , namely : - 

" 35A . Wilful attempt to evade tax , etc. -- ( 1) 
If a person wilfully attempts in any manner what 


Provided that a person shall not be proceeded 
against under this section for failure to furnish in 
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than six months but which may extend to 
seven years and with fine ; 

( ii ) in any other case, with rigorous impri 
sonment for a term which shall not be less 
than three months but which may extend to 
three years and with fine . 


due time the return of net wealth under sub -sec 
tion ( 1 ) of section 14 . 

(i) for any assessment year commencing prior 
to the 1st day of April, 1975 ; or 

(ii ) for any assessment year commencing on 
or after the 1st day of April , 1975 , if 

(a ) the return is furnished by him before 
the expiry of the assessment year ; or 

( b ) the tax payable by him on his net we 
alth determined on regular assessment does 
not exceed three thousand rupees . 


35G . Punishment for second and subsequent 
offences. -- If any person convicted of an offence 
under sub -section ( 1 ) of section 35A or sec 
tion 35D or section 35F is again convicted of an 
offence under any of the aforesaid provisions, he 
shall be punishable for the second and for every 
subsequent offence with rigorous imprisonment 
for a term which shall not be less than six months 
but which may extend to seven years and with 
fine. 


35C . Failure to produce accounts, records, etc. 
If a person wilfully fails to produce , or cause to be 
produced , on or before the date specified in any 
notice under sub -section ( 1 ) of section 16 , such 
accounts , records and documents as are referred 
to in the notice , he shall be punishable with rigo 
rous imprisonment for a term which may extend 
to one year or with fine equal to a sum calculated 
at a rate which shall not be less than four rupees 
or more than ten rupees for every day during 
which the default continues , or with both . 


35D . False statement in verification , etc. made 
under certain provisions of the Act. — If a person 
makes a statement in any verification under this 
Act (other than under section 34AB ) or under any 
rule made thereunder, or delivers an account or 
statement which is false, and which he either 
knows or believes to be false , or does not believe 
to be true, he shall be punishable , - 

( i) in a case where the amount of tax which 
would have been evaded if the statement or ac 
count had been accepted as true, exceeds one 
hundred thousand rupees , with rigorous impri 
sonment for a term which shall not be less than 
six months but which may extend to seven years 
and with fine ; 

(ii ) in any other case , with rigorous impri 
sonment for a term which shall not be less 
than three months but which may extend to 
three years and with fine. 


35H . Offences by Hindu undivided families . 
( 1 ) Where an offence under this Act has been 
committed by a Hindu undivided family , the 
Karta thereof shall be deemed to be guilty of the 
offence and shall be liable to be proceeded against 
and punished accordingly : 

Provided that nothing contained in this sub - sec 
tion shall render the Karta liable to any punish 
ment if he proves that the offence was committed , 
without his knowledge or that he had exercised . 
all due diligence to prevent the commission of such 
offence , 

(2 ) Notwithstanding anything contained in sub 
section ( 1 ) , where an offence under this Act has 
been committed by a Hindu undivided family and 
it is proved that the offence has been committed 
with the consent or connivance of , or is attribu 
table to any neglect on the part of, any member 
thereof , such member shall also be deemed to be 
guilty of that offence and shall be liable to be 
proceeded against and punished accordingly . 


351. Prosecutions to be at the instance of Com 
missioner and power of Commissioner to compo 
und offences. - ( 1) A person shall not be pro 
ceeded against for an offence under this Act ex 
cept at the instance of the Commissioner . 

( 2 ) The Commissioner may , either before or af 
ter the institution of proceedings, compound any 
offence under this Act . 


35E . False statement in verification mentioned 
in section 34AB! — If a person makes a statement 
in a verification mentioned in section 34AB 
which is false , and which he either knows or be 
lieves to be false , or does not believe to be true , 
he shall be punisshable with imprisonment for a 
term which may extend to six months or with 
fine or with both . 


2 of 1974 , 


35J. Certain offences to be non - cog 
nizable . -— Notwithstanding anything 
contained in the Code of Criminal Pro 
cedure , 1973 , an offence punishable 
under section 35A or section 35B or 
section 35D or section 35F shall be 
deemed to be non - cognizable within 
the meaning of that Code . 


35F . Abetment of false return , etc. If a 
person abets or induces in any manner another 
person to make and deliver an account , state 
ment or declaration relating to any net wealth 
chargeable to tax which is false and which he 
either knows to be false or does not believe to 
be true or to commit an offence under sub -sec 
tion ( 1 ) of section 35A , he shall be punishable 

( i) in a case where the amount of tax , 
penalty or interest, which , would have been 
evaded , if the declaration , account or state 
ment had been accepted as true, or which is 
wilfully attempted to be evaded , exceeds one 
hundred thousand rupees, with rigorous im 
prisonment for a term which shall not be less 


35K . Bar on prosecutions and on inadmissibility 
of evidence in certain circumstances . 

( 1 ) A per 
son shall not be proceeded against for an offence 
under section 35A or section 35D in relation to 
the assessment for an assessment year in respect 
of which the penalty imposed or imposable on him 
under clause ( iii ) of sub - section ( 1 ) of section 18 
has been reduced or waived by an order under sec 
tion 18B . 

( 2 ) Where any proceeding for prosecution has 
been taken against any person under this Act , any 
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statement made or account or cther document pro 
duced by such person before any of the wealth - tax 
authorities specified in sections 8 , 9 , 10 , 10A and 
11 shall not be inadmissible as evidence for the 
purpose of such proceedings merely on the ground 
that such statement was made or such account or 
other document was produced in the belief that 
the penalty imposable would be reduced or waived 
under section 18B or that the offence in respect 
of which such proceeding was taken would be com 
pounded . 


35L . Jurisdiction of courts. — No court inferior 

that of a Metropolitan Magistrate or a Magis 
trate of the first class shall try any offence under 
this Act . 


35M . Section 360 of the Code of Cri 
minal Procedure , 1973 and the Proba 
tion of Offenders Act , 1958 , not to 
apply . — Nothing contained in section 
360 of the Code of Criminal rocedure , 
1973 , or in the Probation of Offenders 2 of 1974 , 
Act , 1958 , shall apply to a person con- 20 of 1958 . 
victed of an offence under this Act un 
less that person is under eighteen years 


of age . 


35N . Presumption as to books of account , etc., 
in certain cases. ( 1 ) Where during the course of 
any search made under section 37A , any books of 
account or other documents , articles or things in 
cluding money have been found in the possession 
or control of any person and such books of acco 
unt or other documents are tendered , or such arti 
cles or things including money are relied upon , 
by the prosecution in evidence against such person 
or against such person and the person referred to 
in section 35F for an offence under this Act , the 
provisions of sub -section (5 ) of section 37A shall, 
so far as may be , apply in relation to such books 
of account or other documents , articles or things 
including money . 
( 2 ) Where - 

( i) any books of account or other documents 
taken into custody, from the possession or 
control of any person by any officer or autho 
rity under clause ( a ) or clause (b ) of sub - section 
( 1 ) of section 37B , are delivered to the requisi 
tioning officer under sub -section ( 2 ) of that 
section ; or 

( ii ) any note or inventory of any articles or 
things including money taken into custody , from 
the possession of any person , by any officer or 
authority under clause ( c ) of sub - section ( 1 ) of 
section 373 , is furnished to the requisitioning 

officer under sub -section ( 2 ) of that section , 
and such books of account or other documents are 
tendered , or such note or inventory is relied upon , 
by the prosecution in evidence against such person 
or against such person and the person referred to 
in section 35F for an offence under this Act , the 
provisions of sub -section (5 ) of section 37 A shall, 
so far as may be , apply in relation to such books 
of account or other documents or , as the case may 
be, the articles or things including money , covered 
by such note or inventory ." . 

or cause to be made , extracts or copies 
therefrom ; 


(vi) make a note or an inventory of any 
articles or things including money found which , 
in his opinion , will be useful for , or relevant to , 
any proceeding under this Act : 

Provided that where any building , place , vessel, 
vehicle or aircraft referred to in clause (i) is 
within the area of jurisdiction of any Commis 
sioner but such Commissioner has no jurisdiction 
over the person referred to in clause (a ) or clause 
(b ) or clause ( c ) of this sub -section , then , notwith 
standing anything contained in section 10 , it shall 
be competent for him to exercise the powers under 
this sub - section in all cases where he has reason 
to believe that any delay in getting the authori 
sation from the Commissioner having jurisdiction 
over such person may be prejudicial to the interests 
of the revenue . 

(2 ) Where any Commissioner , in consequence of 
information in his possession , has reason to sus 
pect that any books of account or other documents, 
articles or things including money in respect of 
which an officer has been authorised by the 
Director ofof Inspection or 

any other 

Com 
missioner 

or any such Deputy Director of 
Inspection Inspecting Assistant Commis 
sioner as may be empowered in this behalf by the 
Board to take action under clauses (i ) to (vi ) of 
sub- section ( 1 ) are kept in any building , place , 
vessel, vehicle or aircraft not mentioned in the 
authorisation under sub - section ( 1 ) , such Commis 
sioner may , notwithstanding anything contained in 
section 10 , authorise the said officer to take action 
under any of the clauses aforesaid in respect of 
such building, place , vessel, vehicle or aircraft. 

(3 ) The authorised officer may requisition the 
services of any police officer or of any officer of 
the Central Government, or of both to assist him 
for all or any of the purposes specified in sub 
-section ( 1 ) or sub - section ( 2 ) and it shall be the 
duty of every such officer to comply with such 
requisition . 

( 4 ) The authorised officer may, during the 
course of the search or seizure , examine on oath 
any person who is found to be in possession or 
control of any books of account or other docu 
ments, articles or things including money and any 
statement made by such person during such exa 
mination may thereafter be used in evidence in 
any proceeding under this Act. 

(5 ) Where any books of account or other docu 
ments , articles or things including money are 
found in the possession or control of any person 
in the course of a search , it may be presumed 
that 

( i ) such books of account or other documents , 
articles or things including money belong to 
such person ; 

( ii) the contents of such books of account 
or other documents are true ; and 

(iii) the signature and every other part of 
such books of account or other documents 
which purport to be in the handwriting of any 
particular person or which may reasonably be 
assumed to have been signed by, or to be in the 
handwriting of, any particular person , are in 
that person s handwriting, and in the case of 
a document stamped , executed or attested , that 


. 
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101. Omission of section 36 . 
Wealth -tax Act shall be omitted . 


Section 36 of the 


it was duly stamped and executed or attested 
by the person by whom it purports to have 
been so executed or attested . 


102. Substitution of new sections for section 37A. 
For section 37A of the Wealth -tax Act , the following 
sections shall be substituted , namely : 


.. 


(6 ) The books of account or other documents 
seized under sub - section ( 1 ) or sub -section ( 2 ) 
shall not be retained by the authorised officer 
for a period exceeding one hundred and eighty 
days from the date of the seizure unless the rea 
sons for retaining the same are recorded by him 
in writing and the approval of the Commissioner 
for such retention is obtained : 


1 


*37A . Power of search and seizure . - ( 1) Where 
the Director of Inspection or the Commissioner or 
any such Deputy Director of Inspection or Inspec 
ting Assistant Commissioner as may be empowered 
in this behalf by the Board , in consequence of 
information in his possession , has reason to believe 
that 

( a ) any person to whom a notice under sub 
-section ( 4 ) of section 16 or a summons under 
section 37 was issued to produce , or cause to be 
produced , any books of account or other docu 
ments , has omitted or failed to produce , or cause 
to be produced , such books of account or other 
documents " as required by such notice or 
summons , or 

(b ) any person to whom a notice or summons 
as aforesaid has been or might be issued will 
not, or would not, produce , or cause to be pro 
duced , any books of account or other documents 
which will be useful for , or relevant to , any pro 
ceeding under this Act , or 

(c ) any person is in possession of any articles 
or things including money disproportionate to 
his known assets, particulars of which will be 
useful for , or relevant to , any proceeding under 

this Act , 
then , 

( A ) the Director of Inspection or the Com 
missioner , as the case may be, may authorise 
any Deputy Director of Inspection , Inspecting 
Assistant Commissioner, Assistant Director of 
Inspection or Wealth - tax Officer , or 

( B ) such Deputy Director of Inspection or 
Inspecting Assistant Commissioner may autho 
rise any Assistant Director of Inspection or 

Wealth - tax Officer , 
( the officer so authorised in all cases being here 
after in this section referred to as the authorised 
officer ) to 

(i ) enter and search any building , place, vessel, 
vehicle or aircraft where he has reason to 
suspect that such books of account or other 
documents , articles or things including money 
are kept ; 

( ii ) search any person who has got out of , 
or is about to get into , or is in , the building , 
place , vessel, vehicle or aircraft , if the autho 
rised officer has reason to suspect that such 
person has secreted about his person any such 
books of account or other documents , articles 
or things including money ; 

( iii) break open the lock of any door, box , 
locker , safe, almirah or other receptacle for exer 
cising the powers conferred by clause (i) where 
the keys thereof are not available ; 

( iv ) seize any such books of account or other 
documents ; 

( v ) place marks of identification on any such 
books of account or other documents or make, 


Provided that the Commissioner shall not 
authorise the retention of the books of account 
or other documents for a period exceeding thirty 
days after all the proceedings under this Act in 
respect of the years for which the books of 
account or other documents are relevant are 
completed 

(7 ) The person from whose custody any books 
of account or other documents are seized under 
sub - section ( 1 ) or sub - section ( 2 ) may make 
copies thereof, or take extracts therefrom , in the 
presence of the authorised officer or any other 
person empowered by him in this behalf at such 
place and time as the authorised officer may 
appoint in this behalf . 

( 8 ) Where the authorised officer has no juris 
diction over the person referred to in clause ( a ) 
or clause (b ) or clause ( c ) of sub -section ( 1 ) , 
the books of account or other documents seized 
under that sub - section shall be handed over by the 
authorised officer to the Wealth - tax Officer ha 
ving jurisdiction over such person within a period 
of fifteen days of such seizure and thereupon the 
powers exercisable by the authorised officer under 
sub -section ( 6 ) or sub - section ( 7 ) shall be exerci 
sable by such Wealth -tax Officer . 

( 9 ) If a person legally entitled to the books of 
account or other documents seized under sub 
-section ( 1 ) or sub - section ( 2 ) objects for any 
reason to the approval given by the Commissioner 
under sub - section (6 ) , he may make an appli 
cation to the Board stating therein the reasons 
for such objection and requesting for the return 
of the books of account or other documents . 

( 10 ) On receipt of the application under sub 
-section (9 ) , the Board may , after giving the 
applicant an opportunity of being heard , pass such 
orders thereon as it thinks fit . 

( 11) The provisions of the Code of 
Criminal Procedure, 1973 relating to 2 of 1974 . 
searches shall apply , so far as may be , 
to searches under this section . 

( 12 ) The Board may make rules in relation to 
searches or seizure under this section ; and in 
particular and without prejudice to the generality 
of the foregoing power , such rules may provide 
for the procedure to be followed by the authorised 
officer 

( i) for obtaining ingress into any building , 
place , vessel, vehicle or aircraft to be searched 
where free ingress thereto is not available ; 

(ii ) for ensuring the safe custody of any 
books of account or other documents seized . 


.. 
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may be apply as if such books of account or other 
documents had been seized under sub - section ( 1 ) 
of that section by the requisitioning officer from 
the custody of the person referred to in clause (a ) 
or caluse ( 6 ) , as the case may be , of sub - section 
( 1 ) of this section and as if for the words " the 
authorised officer " occurring in any of the afore 
said sub -sections, the words " the requisitioning 
officer " were substituted . . 


103. Amendment of section 42A . — In section 42A 
of the Wealth - tax Act , -- 

( i) in sub - section ( 1 ) , after the word " procee 
dings " , the words " or prosecutions" shall be 
inserted ; 

( ii ) for sub -section ( 2 ) , the following sub - sec 
tion shall be substituted , namely : -- 
• “ ( 2 ) No publication under this section shall 
be made in relation to any penalty imposed 
under this Act until the time for presenting an 
appeal to the Appellate Assistant Commissio 
ner has expired without an appeal having been 
presented or the appeal, if presented , has been 
disposed of ." . 


104. Insertion of new section 42C . — After section 
42B of the Wealth - tax Act , the following section 
shall be inserted , namely : -- 


37B . Power to requisition books of account, etc. 
:-(1 ) Where the Director of Inspection or the 
Commissioner, in consequence of information in 
his possession , has reason to believe that 

(a ) any person to whom a notice under sub 
-section ( 1 ) of section 16 or a summons under 
section 37 was issued to produce, or cause to be 
produced , any books of account or other docu 
ments has omitted or failed to produce , or cause 
to be produced , such books of account or other 
documents as required by such notice or sum 
mons and the said books of account or other 
documents have been taken into custody by any 
officer or authority under any other law for the 
time being in force , or 

(b ) any books of account or other documents 
will be useful for , or relevant to , any proceeding 
under this Act and any person to whom a notice 
or summons as aforesaid has been or might be 
issued will not , or would not , produce or cause 
to be produced such books of account or other 
documents on the return of such books of 
account or other documents by any officer or 
authority by whom or which such books of 
account or other documents have been taken 
into custody under any other law for the time 
being in force, or 

( c ) any articles or things including money 
disproportionate to the known assets of any 
person , particulars of which will be useful for , 
or relevant to , any proceeding under this Act , 
have been taken into custody by any officer or 
authority, under any other law for the time 
being in force , from the possession of such 

person , 
then , the Director of Inspection or the Commis 
sioner may authorise any Deputy Director of Ins 
pection , Inspecting Assistant Commissioner , As 
sistant Director of Inspection or Wealth - tax 
Officer (hereafter in this section referred to as 
the requisitioning officer ) to require such officer 
or authority , 

( i) in a case falling under clause ( a ) or clause 
(b ) , to deliver such books of account or other 
documents to the requisitioning officer ; 

( ii ) in a case falling under clause ( c ) , to 
furnish a note or an inventory of such articles 
or things including money to the requisitioning 
officer . 

( 2 ) On an requisition being made under sub 
-section ( 1 ) , 

( i) in a case falling under clause ( a ) or 
clause (b ) of that sub - section , the officer or 
authority referred to therein shall deliver the 
books of account or other documents to the 
requisitioning officer either forthwith or when 
such officer or authority is of the opinion that 
it is no longer necessary to retain the same in 
his or its custody ; 

( ii) in a case falling under clause ( c ) , the 
officer or authority referred to therein shall 
furnish the note or inventory to the requisitio 
ning officer within a reasonable period . 

( 3 ) Where any books of account or other docu 
ments have been delivered to the requisitioning 
officer , the provisions of sub -sections (5 ) to ( 12 ) 
( both inclusive ) of section 37A shall, so far as 


" 420. Return of wealth , etc., not to be invalid 
on certain grounds.-- No return of wealth , assess 
ment, notice , summons or other proceeding fur 
nished or made or issued or taken or purported 
to have been furnished or made or issued or taken 
in pursuance of any of the provisions of this Act 
shall be invalid or shall be deemed to be invalid 
merely by reason of any mistake , defect or omis 
sion in such return of wealth , assessment, notice, 
summons or other proceeding if such return of 
wealth , assessment, notice , summons or other pro 
ceeding is in substance and effect in conformity 
with or according to the intent and purpose of 
this Act.” . 


--- 


- 


105. Amendment of section 46. — In sub - sec 
tion (4 ) of section 46 of the Wealth - tax Act , -- 

( i ) for the words " or in two successive ses 
sions" , the words " or in two or more successive 
sessions" shall be substituted ; 

(ii) for the words " in which it is so laid or the 
session immediately following" , the words " imme 
diately following the session or the successive 
sessions aforesaid ” shall be substituted . 


CHAPTER IV 


Amendments to the Gift -tax Act, 1958 


106. Insertion of new section 6. — In 
Chapter II of the Gift-tax Act, 1958 18 of 1958 . 
(hereafter in this Chapter referred to 
as the Gift - tax Act ) , after section 6 , the 
following section shall be inserted , 
namely : — 


" 6A . Aggregation of gifts made during a cer 
tain period . = Notwithstanding anything con 
tained in this Act , where an assessee has made 
taxable gifts during any previous year and has 
also made taxable gifts (not being gifts made at 
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Commissioner within whose jurisdiction he per 
forms his functions in relation to any particular 
proceeding or the initiation of any proceeding 
under this Act : 

Provided that no instructions which are pre 
judicial to the assessee shall be issued before an . 
opportunity is given to the assessee to be heard . 


any time before the 1st day of June, 1973 ) during 
any one or more of the four previous years imme 
diately preceding such previous year, the gift-tax 
payable by him for the assessment year relevant 
to such previous year (hereafter in this section 
referred to as the assessment year ) shall be deter 
mined in the following manner , namely : — 

( a ) the value of the taxable gifts made during 
any one or more of the four previous years 
immediately preceding such previous year shall 
be aggregated with the value of the taxable 
gifts made by the assessee during such previous 
year and gift- tax shall be calculated on the 
aggregate value at the rate or rates applicable 
for the assessment year ; 

(b ) from the amount of gift- tax calculated 
under clause ( a ) , there shall be deducted an 
amount equal to the gift-tax payable had the 
value of the taxable gifts made during one or 
more of the four previous years immediately 
preceding such previous year been aggregated 
and tax levied thereon at the rate or rates 
applicable for the assessment year, and the 
balance shall be the amount of gift-tax payable 
by the assessee ." . 


Explanation . — For the purposes of this sub 
-section , no instruction as to the lines on which . 
an investigation connected with the assessment. 
should be made shall be deemed to be an ins 
truction prejudicial to the assessee . 

(4 ) Where an order is made under sub - section , 
( 1 ) and the Inspecting Assistant Commissioner 
exercises the powers or performs the functions. 
of a Gift -tax Officer in respect of any case or 
person or proceeding under this Act, references in 
this Act or in any rule made thereunder to the 
Gift- tax Officer and the Appellate Assistant 
Commissioner shall be construed as references to 
the Inspecting Assistant Commissioner and the 
Commissioner respectively and, accordingly , 

(1) any provision of this Act requiring appro 
val or sanction of the Inspecting Assistant. 
Commissioner shall not apply ; 

( ii) any appeal which would otherwise have 
lain to the Appellate Assistant Commissioner 
shall lie to the Commissioner ; 

(iii ) any appeal which would have lain from an 
order of the Appellate Assistant Commissioner 
to the Appellate Tribunal shall lie from the order 
of the Commissioner ." . 


107. Amendment of section 7. - In section 7 of 
the Gift -tax Act , for the proviso , the following pro 
viso shall be substituted , namely : 


" Provided that where two or more Income-tax 
Officers have jurisdiction or exercise powers under 
the Income-tax Act in respect of any person , they 
shall have concurrent jurisdiction and shall per 
form their functions of a Gift -tax Officer under 
this Act in respect of such person in accordance 
with such general or special orders in writing as 
the Commissioner or the Inspecting Assistant 
Commissioner authorised by the Commissioner in 
this behalf ; may make for the purpose of facili 
tating the performance of such function .” . 


108. Insertion of new section 7AA . After sec 
tion 7A of the Gift -tax Act , the following section 
shall be inserted , namely : - 


" YAA . Concurrent jurisdiction of Inspecting As 
sistant Commissioner and Gift- tax Officer . — ( 1) 
The Commissioner may by general or special order 
in writing, direct that all or any of the powers or 
functions conferred on or assigned to the Gift-tax 
Officer or Gift- tax Officers by or under this Act 
in respect of any area , or cases or classes of cases , 
or persons or class of persons , shall be exercised 
or performed concurrently by the Inspecting 
Assistant Commissioner . 

( 2 ) Where under sub- section ( 1 ) , an Inspecting 
Assistant Commissioner exercises concurrent juris 
diction with one or more Gift -tax Officers in 
respect of any area , cases or classes of cases , 
persons or classes of persons, the Gift- tax Officer 
or Gift -tax Officers shall exercise the powers and 
perform the functions under this Act in relation 
thereto as the Inspecting Assistant Commissioner 


109. Amendment of section 7B . For sub - section 
( 1 ) of section 7B of the Gift -tax Act , the following 
sųö -section shall be substituted , namely : 

" ( 1 ) The Commissioner may , after giving the 
assessee a reasonable opportunity of being heard 
in the matter, wherever it is possible to do so , 
and after recording his reasons for doing so , 
transfer any case from one or more of the follo 
wing officers subordinate to him , namely : 

( a ) any Gift- tax Officer or Gift -tax Officers , 

(h ) any Gift- tax Officer or Gift- tax Officers 
having concurrent jurisdiction with the Inspec 

ting Assistant Commissioner , 
to any other Gift - tax Officer or Gift - tax Officers 
(whether with or without concurrent jurisdiction 
with the Inspecting Assistant Commissioner ) also 
subordinate to him and the Board may similarly 
transfer any case from 

( i) any Gift- tax Officer or Gift -tax Officers , 


- 


or 


( ii) any Gift -tax Officer or Gift -tax Officers 
having concurrent jurisdiction with the Inspec 

ting Assistant Commissioner , 
to any other Gift - tax Officer or Gift -tax Officers 
(whether with or without concurrent jurisdiction . 
with the Inspecting Assistant Commissioner ) : 


may direct . 


( 3 ) Without prejudice to the generality of the 
provisions contained in sub - section ( 2 ) of sec 
tion 12, every Gift -tax Officer shall also observe 
· and follow such instructions as may be issued to 

him for his guidance by the Inspecting Assistant 


Provided that nothing in this sub - section shall 
be deemed to require any such opportunity to be 
given where the transfer is from any Gift -tax 
Officer or Gift -tax Officers to any other Gift -tax 
Officer or Gift - tax Officers (whether with or 
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112. Insertion of new section 16 A. After section 
16 of the Gift- tax Act , the following section shall 
be inserted , namely : — 


* 


without concurrent jurisdiction with the Inspec 
ting Assistant Commissioner ) to any other Gift 
-tax Officer or Gift - tax Officers ( whether with or 
without concurrent jurisdiction with the Inspec 
ting Assistant Commissioner ) and the offices of 
all such officers are situated in the same city , 
locality or place : 
Provided further that, - 

(a ) where any case has been transferred 
from any Gift -tax Officer or Gift- tax Officers 
to two or more Gift-tax Officers, the Gift- tax 
Officers to who the case is so transferred shall 
have concurrent jurisdiction over the case and 
shall perform their functions in accordance 
with such general or special orders in writing 
as the Board or the Commissioner or the Ins 
pecting Assistant Commissioner , authorised by 
the Commissioner in this behalf , may make for 
the purpose of facilitating the performance of 
such functions, 

(b ) where any case has been transferred from 
any Gift- tax Officer or Gift- tax Officers (whe 
ther with or without concurrent jurisdiction 
with the Inspecting Assistant Commissioner ) 
to two or more Gift- tax Officers with concur 
rent jurisdiction with the Inspecting Assistant 
Commissioner , the officers ( including the Ins 
pecting Assistant Commissioner ) to whom the 
case is so transferred shall have concurrent 
jurisdiction over such case and shall perform 
their functions in accordance with such general 
or special orders in writing as the Board or 
the Commissioner may make for the purpose 
of facilitating the performance of such func 
tions and the Gift -tax Officers shall perform 
their functions also in accordance with such 
orders or directions as the Inspecting Assistant 
Commissioner may make under section 7 or , as 
the case may be , under sub - section ( 2 ) of 
section 7AA .” . 


.... 


" 16A . Time limit for completion of assessment 
and re -assessment. - ( 1 ) No order of assessment 
shall be made under section 15 at any time after 
the expiration of a period of - 

(a ) four years commencing on and from the 
1st day of April, 1975 or one year from the 
date of the filing of a return or a revised return 
under section 14 , whichever is later, where the 
assessment year is an assessment year com 
mencing before that date ; 

(b ) four years from the end of the assess 
ment year in which the gifts were first asses 
sable, or one year from the date of the filing 
of a return or a revised return under section 14 , 
whichever is later, where the assessment year 
is an assessment year commencing on or after 
the 1st day of April, 1975 . 

( 2 ) No order of assessment or re -assessment 
shall be made under section 16 , 

(a ) where any proceeding for an assessment 
or a re-assessment is pending on the 1st day of 
April , 1975 , at any time after the expiration of 
a period of four years commencing on and from 
that date ; 

( b ) where the assessment or re - assessment 
is to be made in a case falling within clause 
( a ) of sub - section ( 1 ) of section 16 for which 
a notice has been served under that sub - section 
on or after the 1st day of April , 1975 , at any 
time after the expiration of a period of four 
years from the end of the assessment year in 
which the said notice was served ; 

( c ) where the assessment or re -assessment is 
to be made in a case falling within clause (6 ) 
of sub -section ( 1 ) of section 16 for which a 
notice has been served under that sub -section 
on or after the 1st day of April, 1975 , after the 
expiration of a period of -- 

( i) four years from the end of the assess 
ment year in which the gifts were first 
assessable , or 

( ii) one year from the date of service of 
such notice , 
whichever period expires later . 

( 3 ) Notwithstanding anything contained in 
sub -sections ( 1 ) and ( 2 ) , an order of fresh assess 
ment in pursuance of an order passed on or after 
the 1st day of April , 1975 under section 22 , section 
23 or section 24 , setting aside or cancelling an 
assessment , may be made at any time before the 
expiry of four years fiom the end of the financial 
year in which the order under section 22 or sec 
tion 23 is received by the Commissioner or, as the 
case may be , the order under section 24 is passed 
by the Commissioner . 

(4 ) The provisions of sub -sections ( 1) and ( 2 ) 
shall not apply to the assessment or re -assessment 
made on the assessee in consequence of, or to give 
effect to , any finding or direction contained in an 
order under section 22 , section 23 , section 24 , 
section 26 or section 28 or in an order of any 
court in a proceeding otherwise than by way of 


110. Amendment of section 11AA . -- In section 
11AA of the Gift-tax Act , after clause (6 ) , the 
following clause shall be inserted , namely : 

" ( c ) in a case where two or more Gift - tax 
Officers have concurrent jurisdiction over such 
assessee in respect of such function , be the Gift 
-tax Officers empowered to perform such function 
by the Board or , as the case may be, the Gift -tax 
Officers to whom such function has been assigned 
by an order of the Commissioner or by an order 
or a direction of the Inspecting Assistant Commis 
sioner under section 7 or , as the case may be, 
under sub - section (2 ) of section 7AA ." . 


111. Amendment of section 14A . --- In section 14A 
of the Gift -tax Act , for clauses ( c ) and (d ) , the 
following clauses shall be substituted , namely : 

" ( c ) in the case of a company, by the managing 
director thereof or where for any unavoidable 
reason such managing director is not able to sign 
and verify the return or where there is no mana 
ging director , by any director thereof ; 

(d ) in the case of a firm , by the managing 
partner thereof or where for any unavoidable 
reason such managing partner is not able to sign 
and verify the return , or where there is no mana 
ging partner as such , by any partner thereof , not 
being a minor ; " . 
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appeal or reference under this Act and such 
assessment or re -assessment may , subject to the 
provisions of sub - section ( 3 ) , be completed at any 
time. 


Explanation 1. — In computing the period of 
limitation for the purposes of this section 

(i) the time taken in reopening the whole or 
any part of the proceeding or in giving an 
opportunity to the assessee to be reheard under 
the proviso to section 38 , or 

(ii ) the period during which the assessment 
proceeding is stayed by an order or injunction 

of any court , 
shall be excluded . 


section 37 , he shall pay , by way of penalty , a sum 
which may extend to ten rupees for every day 
during which the failure continues . 

( 3 ) No order shall be made under this section 
except by an Appellate Assistant Commissioner 
or an Inspecting Assistant Commissioner or a 
Commissioner , and where a contravention , failure 
or default for which any penalty is imposable 
under this section occurs in the course of any pro 
ceeding before a Gift - tax Officer , the Gift-tax 
Officer shall refer the case to the Inspecting 
Assistant Commissioner for passing such orders 
as he deems fit . 

( 4 ) No order under this section shall be passed 
by any officer referred to in sub -section ( 3 ) unless 
the person on whom the penalty is proposed to be 
imposed is given an opportunity of being heard 
in the matter by such officer ." 


Explanation 2 . Where , by an order referred 
to in sub -section ( 4 ) , any gift is excluded from 
the taxable gifts for an assessment year in respect 
of an assessee , then , an assessment of such gift 
for another assessment year shall, for the purpo 
ses of sub - section ( 2 ) of section 16 and this 
section , be deemed to be one made in consequence 
of, or to give effect to , any finding or direction 
contained in the said order . " . 


113. Amendment of section 17. - In section 17 of 
the Gift - tax Act , 

( i ) in sub - section ( 1 ) , in clause ( i ) , the words 
" but no exceeding in the aggregate fifty per cent. 
of the assessed tax " shall be omitted ; 

( ii ) in sub - section ( 3 ) , for the words " the 
Gift- tax Officer shall refer the case to the Inspec 
ting Assistant Commissioner who shall, for the 
purpose, have all the powers conferred under this 
section for the imposition of penalty " , the follo 
wing shall be substituted , namely : 

" the Gift- tax Officer shall not make any 
order for payment, by way of penalty , without 
the previous approval of the Inspecting Assis 
tant Commissioner " . 


115. Substitution of new section for section 18 . 
For section 18 of the Gift- tax Act , the following 
section shall be substituted , namely : -- 

" 18. Rebate on advance payments . — If a person 
making a taxable gift pays into the treasury 
within fifteen days of his making the gift any 
part of the amount of tax due on the gift calculated 
at the rates specified in the Schedule or , in a case 
where the provisions of section 6A are applicable 
to a gift, in the manner specified in that section , 
he shall, at the time of assessment under section 
15 , be given credit - 

( i) for the amount so paid ; and 

( ii) for a sum equal to one- ninth of the 
amount so paid , so however, that such sum shall 
in no case exceed one-tenth of the tax due on 
the gift . 


114. Insertion of new section 17A . - After section 
17 of the Gift- tax Act, the following section shall 
be inserted , namely : 


Explanation . — If a person makes more than 
one taxable gift in the course of a previous year , 
the amount of tax due on any one of such gifts 
shall be the difference between the total amount 
of tax due on the aggregate value of all the 
taxable gifts so far made, including the taxable 
gift in respect of which tax has to be paid , calcu 
lated at the rates specified in the Schedule oi, as 
the case may be , in the manner specified in sec 
tion 6A , and the total amount of tax on the aggre 
gate value of all the gifts made during that year , 
excluding the taxable gift in respect of which tax 
has to be paid , calculated at the rates specified in 
the Schedule or , as the case may be, in the manner 
specified in section 6A . " . 


" 17A . Penalty for failure to answer questions, 
sign statements, etc. -- ( 1 ) If a person , - 

( a ) being legally bound to state the truth 
of any matter touching the subject of his assess 
ment, refuses to answer any question demanded 
of him by a Gift-tax Officer or an Appellate 
Assistant Commissioner or an Inspecting Assis 
tant Commissioner or a Commissioner in the 
exercise of his powers under this Act , or 

(b ) refuses to sign any statement made by 
him in the course of any proceeding under this 
Act which a Gift- tax Officer or an Appellate 
Assistant Commissioner or an Inspecting Assis 
tant Commissioner or a Commissioner may 

legally require him to sign , 
he shall pay , by way of penalty , a sum which may 
extend to one thousand rupees . 

( 2 ) If a person , without reasonable cause or 
excuse , fails to furnish within the time specified 
any statement or information which such person 
is bound to furnish to the Gift - tax Officer under 


116. Amendment of section 23. — In sub -section 
( 1 ) of section 23 of the Gift -tax Act , 

: (i ) for the words and figures " under section 
17 " , the words , figures and letter " under section 
17 or section 17A ” shall be substituted ; 

( ii ) for the words , brackets and figures " under 
sub - section ( 3 ) of section 17 " , the words, figures 
and letter " under section 17A " shall be subs 
tituted . 


117. Amendment of section 25 . - In sub - section 
( 1 ) of section 25 of the Gift- tax Act , for the words 
and figures " under section 17 " , the words, figures 
and letter " under section 17 or section 17A ” shall 
be substituted . 
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also be deemed to be guilty of that offence and 
shall be liable to be proceeded against and 
punished accordingly . 


118. Amendment of section 33A . - In section 33A 
of the Gift - tax Act , after sub -section ( 3 ) , the 
following sub - section shall be inserted , namely : 

“ (SA ) Where the whole or any part of the 
refund referred to in sub -section ( 3 ) is due to an 
assessee as a result of any amount having been 
paid by him after the 31st day of March , 1975 , 
in pursuance of any order of assessment or 
penalty and such amount or any part thereof 
having been found in appeal or other proceeding 
under this Act to be in excess of the amount 
which such assessee is liable to pay as tax or 
penalty , as the case may be, under this Act, the 
Central Government shall pay to such assessee 
simple interest at the rate specified in sub - sec 
tion ( 3 ) on the amount so found to be in excess 
from the date on which such amount was paid 
to the date on which the refund is granted : 

Provided that , where the amount so found to 
to be in excess was paid in instalments , such 
interest shall be payable , on the amount of each 
such instalment or any part of such instalment, 
which was in excess , from the date on which 
such instalment was paid to the date on which 
the refund is granted : 

Provided further that no interest under this 
sub - section shall be payable for a period of one 
month from the date of the passing of the order 
in appeal or other proceeding : 

Provided also that where any interest is payable 
to an assessee under this sub -section , no interest 
under sub - section ( 3 ) shall be payable to him in 
respect of the amount so found to be in excess ." . 


Explanation . -- For the purposes of this sec 
tion , — 

(a ) " company " means a body corporate , and 
includes 

(i ) a firm , and 

(ii) an association of persons or a body 
of individuals , whether incorporated or not ; 
and 
( 6 ) " director " , in relation to 

( i) a firm , means a partner in the firm , 

( ii) an association of persons or a body 
of individuals , means any member control 
ling the affairs thereof. 


35B . Offences by Hindu undivided families . 
( 1 ) Where an offence under this Act has been 
committed by a Hindu undivided family , the 
Karta thereof shall be deemed to be guilty of the 
offence and shall be liable to be proceeded against 
and punished accordingly : 

Provided that nothing contained in this sub 
-section shall render the Karta liable to any 
punishment if he proves that the offence was 
committed without his knowledge or that he had 
exercised all due diligence to prevent the com 
mission of such offence . 

( 2 ) Notwithstanding anything contained in 
sub -section ( 1 ) , where an offence under this Act 
has been committed by a Hindu undivided fa 
mily and it is proved that the offence has been 
committed with the consent or connivance of, or 
is attributable to any neglect on the part of , any 
member of the Hindu undivided family , such 
member shall also be deemed to be guilty of that 
offence and shall be liable to be proceeded against 
and punished accordingly . 


R 


119. Amendment of section 35.- In sub - section ( 1 ) 
of section 35 of the Gift - tax Act, - 

(i) in clause (b ) , the words , brackets and figure 
" sub- section (2 ) or ” shall be omitted ; 

( ii ) clause (c ) shall be omitted . 


7 


120. Insertion of new sections 35A , 35B and 35C . 
After section 35 of the Gift -tax Act , the following 
sections shall be inserted , namely : -- 


- 


35C . Section 360 of the Code of Cri 
minal Procedure , 1973 , and the Proba 
tion of Offenders Act , 1958 , not to 
apply . - Nothing contained in sec 
tion 360 of the Code of Criminal Pro 
cedure , 1973 , or in the Probation of 
Offenders Act , 1958 , shall apply to a 
person convicted of an offence under 
this Act unless that person is under 
eighteen years of age . . 


35A . Offences by companies. ( 1 ) Where an 
offence under this Act has been committed by a 
company , every person who , at the time the 
offence was committed , was in charge of and 
was responsible to , the company for the conduct 
of the business of the company, as well as the 
company , shall be deemed to be guilty of the 
offence and shall be liable to be proceeded against 
and punished accordingly : 


2 of 1974 . 
20 of 1958 . 


Provided that nothing contained in this sub 
-section shall render any such person liable to any 
punishment if he proves that the offence was 
committed without his knowledge or that he had 
exercised all due diligence to prevent the commis 
sion of such offence . 

(2 ) Notwithstanding anything contained in 
sub -section ( 1 ) , where an offence under this Act 
has been committed by a company and it is proved 
that the offence has been committed with the 
consent or connivance of , or is attributable to any 
neglect on the part of , any director, manager, 
secretary or other officer of the company, such 
director , manager, secretary or other officer shall 


121 . Amendment of section 41A . - In sec 
tion 41A of the Gift- tax Act , 

( i) in sub -section ( 1) , after the word " proceed 
ings " , the words " or prosecutions" shall be 
inserted ; 

(ii ) for sub - section ( 2 ) , the following sub 
-section shall be substituted , namely : - 

" ( 2 ) No publication under this section shall 
be made in relation to any penalty imposed 
under this Act until the time for presenting 
an appeal to the Appellate Assistant Commis 
sioner has expired without an appeal having 
been presented or the appeal, if presented , has 
been disposed of." . 
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122. Insertion of new section 410.- After sec 
tion 41B of the Gift- tax Act, the following section 
shall be inserted , namely : - 


CHAPTER V 
Amendments to the Companies (Profits ) 

Surtax Act, 1964 


* 41C . Return of gifts , etc., not to be invalid on 
certain grounds . - No return of gifts , assess 
ment, notice , summons or other proceeding, fur 
nished or made or issued or taken or purported 
to have been furnished or made or issued or 
taken in pursuance of any of the provisions of 
this Act shall be invalid or shall be deemed to 
be invalid merely by reason of any mistake, 
defect or omission in such return of gifts , 
assessment, notice , summons or other proceeding, 
if such return of gifts , assessment, notice , sum 
mons or other proceeding is in substance and 
effect in conformity with or according to the 
intend and purpose of this Act." . 


124. Amendment of section 18. --- In 
section 18 of the Companies ( Profits ) 
Surtax Act , 1964 (hereafter in this 7 of 1964 . 
Chapter referred to as the Companies 
( Profits ) Surtax Act ] , 

( i) after the figures " 125 " , the figures and 
letter “ , 125A " shall be inserted ; 

(ii) after the figures and letter " 132A " , the 
figures and letter " , 1323 " shall be inserted ; 

(ii) after the figures " 281" , the figures and 
letter . " , 281B " shall be inserted . 


> 


123. Amendment of section 46. --- In sub - sec 
tion (4 ) of section 46 of the Gift- tax Act , 

( i) for the words " or in two successive ses 
sions" , the words " or in two or more successive 
sessions" shall be substituted ; 

( ii) for the words " in which it is so laid or 
the session immediately following" , the words 
" immediately following the session or the succes 
sive sessions aforesaid ” shall be substituted . 


125. Amendment of section 25.-- In sub -sec 
tion ( 3 ) of section 25 of the Companies ( Profits ) 
Surtax Act , 

( i) for the words " or in two successive ses 
sions" , the words " or in two or more successive 
sessions" shall be substituted ; 

(ii ) for the words " in which it is so laid or 
the session immediately following " , the words 
" immediately following the session or the suces 
sive sessions aforesaid " shall be substituted . 
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